Professor Sir Alexander Fitzgerald, 0.B.E. 


The New Year Honours list included the name of Professor Sir Alexander 
Fitzgerald, O.B.E., one of the leading members of the Australian Society of Account- 
ants. The congratulations of the Society and its members are extended to him on 
this recognition of his valuable services to the community. 

That the Australian Accountant should be the medium through which we express 
our pleasure is singularly fitting. As editor and contributor he has done so much 
for so long towards the advancement of our profession that a record in its pages 
of this personal distinction is in an appropriate setting. 

A survey of the services rendered by Sir Alexander to the aecounting profession 
and to the community engenders wonderment that so much could have been accom- 
plished by one person already carrying the normal responsibilities of membership 
of a firm of Public Accountants. Those services have not been confined solely to 
the fields of accounting education, accounting research and the problems of account- 
ing technique in which he is an acknowledged authority; his knowledge and experience 
and his special talents have many times been placed at the disposal of the Common- 
wealth and State Governments. 

In the history of the several Institutes incorporated in our Society there seems 
to have been no dearth of leading accountants willing to give freely of their time 
and energy towards the development of their profession. Characteristic of such 
services has been the long periods over which they have extended. Sir Alexander is 
no exception to this rule. At least as far back as 1927 he began to take a prominent 
part in the affairs of the Commonwealth Institute of Accountants. It was in that 
year he first took his place on the Victorian Council of that Institute. In 1929 and 
1930 he was State President and again in the years 1935 to 1937. He was first 
chosen to represent the Division on the General Council in 1936 and became General 
President in 1940 and 1941. Thus for at least twenty-seven years he has devoted 
himself tirelessly in his various offices as well as on numerous Committees working 
for the progressive improvement of the service accountants can render to the 
community. 

His influence on accounting education has been one of his great contributions 
to the profession. Since 1930, he has been associated with the Board of Examiners 
of the Commonwealth Institute and later of the Australian Society of Accountants 
at first as a member and eventually as Chairman of the Board. In 1925 he was 
appointed as part-time Lecturer in Accounting and later as Senior Lecturer-in- 
Charge of Accounting at the University of Melbourne. In this capacity he was able 
to do much towards the excellent understanding and co-operation at present existing 
between Universities and the Society. His influence on students of accounting ex- 
tended beyond the University for he is the author of widely read books and other 
published papers covering many aspects of accounting. 

Complete satisfaction in academic and accounting circles was evident when it 
was announced in October last year that he had been appointed to the new Chair of 
Accounting at the University of Melbourne. Members of the Society were especially 
gratified that he had been able to accept this appointment. The establishment of this 
Chair represented the attainment of a major objective of the Society and its success 
in the initial stages seemed to them to be assured by the choice of its first professor. 

Because of his outstanding experience in accountancy and finance Sir Alexander’s 
services have frequently been sought by the Victorian and Commonwealth Govern- 
ments. Important assignments for such public services include:— 

Member of Royal Commission appointed in 1936 with reference to the State 
Rivers and Water Supply Commission. 

Appointment as consulting accountant for the purpose of assisting the Victorian 
oy etmmee Committee in an inquiry into the finances of the Victorian Railways 

During the second World War he held the following responsible posts: Assistant 
Director of the Department of War Organisation of Industry; member of the Army 
Accounting Advisory Panel and member of the Capital Issues Advisory Committee. 

At present he occupies the positions of Chairman of the Commonwealth Grants 
Commission to which he was appointed in 1945 and Chairman of the Dairying Industry 
Cost Investigation Committee. 

Society members are grateful for Sir Alexander’s services to the profession and 
proud of his many achievements; they feel that the honour which has been conferred 
on him reflects credit on the profession as a whole. a's 

.A.P. 
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AUSTRALIAN SOCIETY OF ACCOUNTANTS 


By-Laws 


HE General Council has decided to 
add By-Law 3A to the By-laws of 
the Society and to amend By-Laws Il, 
6 and 13. The additional and amended 
By-Laws will now read as follow:— 


1. No member shall allow any per- 
son who is not a member of this 
Society or a member of an institute 
society or corporation of accountants 
recognised by this Society to prac- 
tise in partnership with him as a 
Public Accountant or to practise in 
his name as a Public Accountant. 


PROVIDED that this By-law shall 
not prevent the continuation of the 
practice of accountancy by a mem- 
ber in partnership with a person 
who is not a member if such part- 
nership were entered into prior to 
the date of incorporation of the 
Society. 


3A. A Member of the Society shall 
not be a director or employee of or 
a shareholder in or otherwise asso- 
ciated with a company whether in- 
corporated under a Companies Act 
or not which carries on the business 
of accounting or auditing or any 
branch thereof including taxation, 
nor shall he use a trade or associa- 
tion name under which to practise, 
nor in any way practise as an ac- 
countant other than in his own 
name, that of his partner or part- 
ners, or of a deceased partner or 
partners or one-time partner or 
partners in his firm. 


NOTE.—To enable any member concerned 


to comply with the provisions of this By- 


Law, no proceedings in the matter will be 


taken before 1 April, 1955. 


6. No member shall advertise by 
any means or in any manner as an 
Accountant or as carrying on any 
branch of the business of account- 
ancy either in his own name or in 
the name of a firm of which he is 
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a member. Any such advertise- 
ment by any firm or person in a 
name or under circumstances which 
implies or suggests that such adver- 
tisement is justified by or based 
upon the qualifications of a member 
of the Society shall be deemed to be 
an advertisement by such a member 
in the same manner as if it had been 
by him personally in his own name. 
Advertisement in this clause shall 
include any article or paragraph or 
matter for which payment is made 
by a member or on his behalf pub- 
lished in any manner in any news- 
paper directory year book magazine 
pamphlet circular or other - publica- 
tion if such article or paragraph or 
matter emanated from the member 
or the firm of which he is a partner 
or if the Council of the Division to 
which the member belongs or the 
General Council if the member does 
not belong to a Division is satisfied 
that he was privy thereto and such 
article or paragraph or matter is in 
the opinion of such Council calcu- 
lated or designed to advertise or at- 
tract business. 


PROVIDED that this clause shall 
not apply so as to prohibit or pre- 
vent a member from— 


(a) Displaying by sign plate or 
signwriting on his business pre- 
mises and/or private residence 
his name and qualifications; 


announcing in any newspaper 
his commencement or resump- 
tion of practice an alteration of 
his address or the admission or 
retirement of partners; 


inserting in any trade directory 
or in the classified trades or pro- 
fessional section of such direc- 
tory or of any telephone direc- 
tory if ‘individually distinctive 
type is not used and the matter 
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BY-LAWS — Continued 


is confined to the names desig- 
nations (other than the degree 
designation of the Society) and 
the address of the member con- 
cerned ; 


inserting in any alphabetical 
section of any telephone direc- 
tory, his surname and/or the 
name of his firm, in block 
capital type. 


13. No member shall undertake 
any duties relating to any aspect of 
taxation or other professional work 
entailing the recovery of money the 
remuneration for which is to be 
based upon a percentage of the 
amount recovered for the client or 
on the basis that no remuneration is 
to be received if no recovery results. 
PROVIDED that this By-Law 
shall be read subject to any scale of 
Professional Charges adopted by the 


Society or prescribed by Statutory 
authority. 


For the purposes of By-Law 1, the 
General Council has decided to recog- 
nise the following institutes, societies 
or corporations of accountants :— 


The Institute of Chartered Account- 
ants in Australia. 

The Australasian Institute of Cost 
Accountants. 
The Public Accountants Registra- 
tion Board of New South Wales. 
The Public Accountants Registra- 
tration Board of Queensland. 

New Zealand Society of Accountants. 

The Institute of Chartered Account- 
ants in England and Wales. 

The Society of Incorporated Ac- 
countants. 

The Association of Certified and 
Corporate Accountants. 

The Institute of Chartered Account- 
ants in Scotland. 





Submissions to the Commonwealth Committee 
on Rates of Depreciation 


HE following submissions prepared 

by a Special Committee of the 
Society are grouped under each term 
of reference. 


Term of Reference No. 1. 


Whether the effective lives of units of 
property as estimated by the Commis- 
sioner of Taxation as required by Section 
55 (1) of the Income Tax and Social Ser- 
vices Contribution Assessment Act 1936- 
1953 are fair and reasonable. 


The experience of members of this 
Society has been that generally the 
rates allowed under section 55 (1) are 
fair and adequate, and that in the par- 
ticular circumstances where the rates 
of depreciation prescribed in Income 
Tax Order No. 1217 do not apply the 
Commissioner of Taxation has been 
willing, as far as we can ascertain, to 
vary the rates to meet the special cir- 
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cumstances which exist in particular 
cases. 

However, attention is drawn to the 
variation in the effective life of assets 
which can exist between the two 
methods of providing for depreciation, 
i.e., prime cost method and the reduc- 
ing balance method. A taxpayer who 
is using the latter method would re- 
duce the cost of his asset to nil at the 
rate of 10% over a period of 22 years, 
whereas, a taxpayer who uses the 
prime cost method writes his asset off 
over a period of ten years. 

In principle there should be one life 
period for each type of asset. It is 
suggested that the way to overcome 
this anomaly is to prescribe higher 
rates of depreciation for the reducing 
balance method. If 10% is the rate 
applicable to a particular type of capital 
asset under the prime cost method, ap- 
proximately 23% would need to be the 
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DEPRECIATION SUBMISSIONS — Continued 


rate applicable under the reducing 
balance method in order to reduce the 
asset to nil over the same period of 
time. 

A doubt as to whether the Commis- 
sioner of Taxes has legal power to vary 
the rates of depreciation to meet 
special circumstances has been raised 
from time to time. It is recommended 
that this point should be clarified in the 
provisions of the Assessment Act and 
the Commissioner be given clear 
authority to make variations in the 
rates to meet special circumstances 
where they exist. 


Term of Reference No. 2. 


Whether the bases of depreciation pro- 
vided by the said Act ensure that the 
cost of each unit of property is deducted 
in a reasonable manner over the effective 
life of that unit. 

The Committee of the Society sub- 
mits that the real cost (as distinct 
from historical cost) of a unit of pro- 
perty is not deducted in a reasonable 
manner over the effective life of that 


unit, when the basis of depreciation is 
limited to that provided by existing 
taxation legislation. 

In his last Budget speech the Federal 
Treasurer briefly referred to the prob- 


lem of “capital erosion”. This prob- 
lem has been troubling economists, ac- 
countants and others who realise the 
misconceptions which arise when an 
examination is made of Balance Sheets 
and Profit and Loss statements pre- 
pared on the present system of “his- 
torical cost accounting”. This system 
was based on the premise that the 
value of money would not change. 

In the course of a paper presented at 
the 30th Meeting of the Australian and 
New Zealand Association for the Ad- 
vancement of Science at Canberra in 
January, 1954, the British economist, 
Dr. R. F. Henderson, said:— 

“But in such a period of inflation 
as the years since the end of the war, 
profits as published by most com- 
panies have not been real. They 
have apparently been calculated as 
required for tax purposes deducting 
only depreciation on original cost and 
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making no allowance for stock ap- 
preciation. If the bulk of such ap. 
parent profits is distributed it will, 
of course, be impossible to replace 
machinery when it wears out or be- 
comes obsolete, and to replace stocks, 
both at higher prices, so further 
capital has to be raised, not for the 
expansion of the business in real 
terms, but simply to maintain its 
real productive capacity. The man- 
agement in this case are allowing the 
capital of their business to be run 
down, to be paid to the tax collector 
disguised as income and to the share- 
holders as profits.” 


To quote another British opinion, it 
is interesting to note the remarks of 
Mr. S. P. Chambers, who is Finance 
Director of Imperial Chemical Indus- 
tries Ltd., and was for 20 years in the 
British Civil Service (including five 
years as Commissioner of Inland Re- 
venue). He said:— 


“The tax burden in Britain—and 
this applies also, to some extent, to 
other countries, including the United 
States—is, in fact, even heavier than 
the actual rates of tax indicate. 
This is because the rules for comput- 
ing profits for tax purposes are arbi- 
trary, and, during a period of rising 
prices, profits for tax purposes are 
considerably over-stated. 


“The two most important causes 
of this over-statement are: (a) the 
allowance for depreciation on plant 
and machinery is based upon the 
original cost of the plant and 
machinery, which may have been in- 
stalled many years ago, and which 
will cost about three times as much 
to replace; and (b) stocks of raw 
materials, semi-finished and finished 
goods are brought in at the end of 
an accounting period, during which 
prices have risen, at values much in 
excess of the values at the begin- 
ning of the period. 


“The effect of these two factors 
is, first, that the allowance for de- 
preciation of plant and machinery 
is not enough to provide adequate 
money for the replacement of the 
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DEPRECIATION SUBMISSIONS — Continued 


plant and machinery; and, secondly, 
part of the profit for the period re- 
presents nothing more than the in- 
creased money value of stocks. In 
order to maintain real capital, no- 
thing that is needed for the mere 
replacement of plant and machinery 
and for the maintenance of stocks, 
in their existing physical quantities 
should be included as profit. 

“Tax rules were designed on the 
basis that money does not change in 
value, and as a consequence owing 
to the rise in prices during the past 
twelve years, much of what is 
called profit, and taxed as such is 
not profit at all. 

“It is possible in Britain for a 
company to finish up at the end of 
a year with depreciated plant, a 
smaller quantity of stocks of all 
kinds and a smaller cash balance, and 
yet, for tax purposes, to be treated 
as having made a profit because the 
increase in money values of these 
smaller quantities is regarded as a 
profit. The tax has to be paid either 
by reducing real capital or by getting 
money from outside.” 


Some research work has been done 
in recent months by a group of Aus- 
tralian accountants on the subject of 
changing money values and what ac- 
countants should do about the problem. 
The group has not yet made its for- 
mal report but they have reported to 
a section of the accounting profession, 
using the accounts of an Australian 
public company as a case study to de- 
monstrate their approach to the prob- 
lem. Statements 1-10, which are set 
out as Appendix “A” to this submis- 
sion, demonstrate the mechanics of 
these proposals. 


It will be seen that the group is con- 
cerned with not only the erosion of 
capital by insufficient allowance for de- 
preciation and inflated stock values, 
but the erosion of capital in all its 
forms. However, this is not the place 
to open up so wide a subject, as the 
present terms of reference are limited 
to depreciation of fixed and wasting 
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assets and the just evaluation of this 
factor in the assessment of taxation. 


If reference is made to Statement 3 
in the Appendix, the deficiencies of 
historical cost accounting, purely in re- 
gard to depreciation of fixed assets, are 
demonstrated. 


When an examination was made of 
a specimen company’s taxation returns 
for the four years 1951-54, it was 
found that the amounts allowed for de- 
preciation by Australian taxation 
authorities totalled £32,000—the com- 
pany’s accounts provided £60,000 on 
the basis of “historical cost account- 
ing”, but it was found that £91,000 
should have been provided on the 
basis of “capital erosion accounting”. 
These figures seem to bear out the 
fears expressed by the above-quoted 
British authorities. 


No better example can be quoted 
than the shipping industry which is 
faced with the difficulty of replacing 
its ships at something to the order of 
10 times their original cost. 


However, the problems that are 
created by “capital erosion” are graph- 
ically illustrated by the figures in 
Appendix “A”. Basically the problem 
is created by the fall in the value of 
money that has taken place during the 
last decade or more and we recognise, 
of course, that even the complete aboli- 
tion of income taxation would be no 
sdlution to the problem. 


Nevertheless, the figures set out in 
the appendix illustrate that the pre- 
sent high rates of taxation aggravate 
the problem by making it considerably 
more difficult for industry to reserve 
the funds necessary for capital replace- 
ment. 


A close study of the matter was 
made by the British Committee on the 
Taxation of Trading Profits and the 
views of that Committee upon the 
problems associated with inflation are 
set down in Chapter III of the report 
submitted in 1951 to the British Chan- 
cellor of the Exchequer. We respect- 
fully submit that a study of these 
views will considerably assist your own 
Committee in examining the problem. 
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DEPRECIATION SUBMISSIONS — Continued 


We are in agreement with the con- 
clusions of that Committee and it is 
relevant to examine some of them at 
this stage. 

The Committee, which has come to 
be known as the Tucker Committee, 
came to the conclusion that the prob- 
lem they had to consider was whether 
considerations of national interest or 
capacity to pay required that allow- 
ances from business profits (computed 
on orthodox lines without adjustments 
for alterations in the value of money) 
should be made on the ground that 
some of those profits had to be devoted 
to meeting the additional cost of re- 
placing plant and machinery or stocks. 

After examining a number of re- 
medies suggested (various of which 
are briefly referred to in their report) 
the Tucker Committee concluded that 
it could not recommend any of those 
schemes which they conveniently 
divided into two separate classes, 
namely, Revalorisation Schemes and 
schemes for a Special Replacement 
Allowance. 

Revalorisation schemes related to 
the proposal that fixed assets acquired 
before the fall in the value of money 
should be revalued by reference to pre- 
sent prices for the purpose of deter- 
mining the amount on which annual 
and balance sheet allowances are given. 

Special Replacement Schemes were 
those by which it was proposed to 
give to industry a special allowance de- 
pendent upon the actual replacement 
of the plant. Some of these schemes 
provided that reserves ear-marked for 
the replacement of plant should be 
allowed as deductions but that the 
allowances should be withdrawn if the 
reserves were not, in fact, used for 
that purpose. Others gave an allow- 
ance only when the plant had, in fact, 
been replaced. 

There is no necessity to traverse in 
detail the various schemes but it suf- 
fices to say that the Committee recog- 
nises the faults inherent in all these 
proposals and agrees with the con- 
clusion that they do not represent a 
satisfactory solution to the problem. 
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: Having rejected remedies upon these 
lines, the Tucker Committee went on to 
examine various suggestions which in- 
volved not the granting of some new 
relief but an increase or an accelera- 
tion, or both, of allowances already 
given under the existing law—in short, 
schemes based on an initial deprecia- 
tion allowance. Such allowances have, 
of course, operated not only under the 
United Kingdom legislation but also in 
this country. 

They were first introduced as an in- 
centive to modernisation and as a re- 
cognition of the difficulties which in- 
dustry experienced in the replacement 
of its assets as a result of the fall in 
the value of money. As they operated 
in Australia, they had the effect of re- 
ducing the tax liability in the year in 
which new units of property were ac- 
quired and increasing the liability in 
subsequent years. The initial allow- 
ance represented, in effect, temporary 
interest-free loans. Their effect inso- 
far as the taxpayer was concerned was 
to solve some of the financial problems 
associated with the replacement of 
plant, but they in no way lessened the 
capital erosion burden. 


It is the Committee’s view that this 
burden cannot be eased by initial de- 
preciation allowances where the total 
depreciation allowed as a deduction 
over the life of a unit of property is 
restricted to 100% of cost price. We 
believe that no scheme will assist with 
the capital erosion problem unless de- 
preciation allowances in excess of the 
cost price are granted as deductions 
and we are also of the opinion that a 
scheme designed to achieve this object 
should, upon grounds of principle and 
upon practical considerations, follow 
the scheme of investment allowances 
recently introduced in the United King- 
dom. 

As your Committee is no doubt 
aware, the principle of these allow- 
ances is to allow to a taxpayer an initial 
depreciation deduction of one-fifth of 
the cost of a new unit of property, this 
initial allowance being additional to the 
depreciation deductible annually over 
the effective life of the unit. Thus, 
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over the life of the property a total of 
120% of cost is allowed as a deduction. 

The Committee is well aware that 
certain disabilities attach to this pro- 
posal and that criticism can be levelled 
against it upon several grounds. This 
notwithstanding, we believe that it re- 
presents the most practical, equitable 
and satisfactory means of alleviating 
the burden that is imposed upon in- 
dustry as a result of the decline in the 
value of money. 

We submit that the existence of this 
problem should be acknowledged by 
amendment to the Income Tax legisla- 
tion so as to grant, by an increase in 
the depreciation allowance, some relief 
to industry, and we further submit 
that of all the schemes and proposals 
that have been propounded, both in 
this country and before the Tucker 
Committee, the one finally adopted in 
the United Kingdom represents the 
most acceptable solution. 

We are aware that considerations be- 
yond the mere taxation aspect must 
necessarily influence your Committee 
and the Commonwealth Government in 
any recommendation or decision. There 
are economic objections which, we ack- 
nowledge, are well founded to the 
granting of any substantial deprecia- 
tion allowance in the year during 
which a unit of property is purchased 
and it may be that the prospect of 
some further inflationary tendencies 
will deter your Committee from accept- 
ing our submission. 

If, upon consideration, you reach this 
conclusion, we suggest as a variation 
that the granting of an aggregate de- 
preciation allowance of 120% of cost 
of a unit of property should be made 
but that this allowance be calculated 
and granted over the effective life of 
the unit so that there is no initial 
allowance as such, in the year of pur- 
chase. 

In short, a unit of property costing 
£100 with an effective life of ten years 
would, in these circumstances, be de- 
preciated at the rate of £12 per annum 
for each of the ten years. We believe 
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that this variance will largely over- 
come the objections that attach to the 
initial depreciation proposal. At the 
same time, if our submission is adopted, 
it will go some way towards alleviating 
the erosion of capital burden and it is 
this problem that is concerning us and 
prompting our submissions upon this 
term of reference. 

Whilst this term of reference does 
not specifically cover the point we now 
wish to raise, it is felt that it would be 
convenient to refer to it here. 

In a case before the Commonwealth 
Taxation Board of Review No. 2 in 
1952, it was held by one member of the 
Board that in ascertaining the “de- 
preciated value” for the purposes of 
Section 59 of the Act, depreciation 
“allowed or allowable” must be brought 
into account. The present section of 
the Assessment Act goes much further 
than its predecessor and requires not 
only the depreciation of the current 
year sale to be brought into account 
but also any depreciation “allowable” 
in previous years whether or not the 
taxpayer had been actually “allowed” 
the deductions in his assessment. 

In the opinion of the Committee the 
Assessment Act should provide that 
only the depreciation “allowed” or “to 
be allowed” should be brought to ac- 
count. 


Term of Reference No. 3. 

Whether it is practicable and desirable, 
in determining annual rates of deprecia- 
tion, to take into account possible ob- 
solescence of a unit of property before 
the effective useful life of that unit is com- 
pleted. 

In the opinion of the Committee it 
is most desirable to take into account 
possible obsolescence before the life of 
an asset is terminated. It can, no 
doubt, be stated that in general, ob- 
solescence is one of the factors to 
which regard is given by the Commis- 
sioner in estimating the effective lives 
of units of property. 

It is not difficult to envisage circum- 
stances in which it could be positively 
stated that the effective life of a unit 
of property will be terminated within 
a very short time solely because the 
particular unit will become obsolete. 
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Due to the scientific developments 
which have taken place and are taking 
place in industry, such as the advent 
of three-dimensional films and tele- 
vision, obsolescence in many instances 
has been accelerated. To meet these 
circumstances it is recommended that 
the Commissioner should allow a higher 
rate of depreciation, to cover the an- 
ticipated obsolescence, over a_ short 
period of years, or even in one year. 
We have already referred to the fact 
that some doubt exists as to whether 
the Commissioner has the authority to 
vary this estimated life of an asset and 
to make the position clear it is recom- 
mended that the Act be amended ac- 
cordingly. 


Term of Reference No. 4. 

Whether it would be desirable to pro- 
vide, by way of an amendment of the law, 
for an option whereby the taxpayer might 
claim depreciation at a standard rate per 
annum on all units of property in respect 
of which depreciation is allowable to him, 
and, if so, what rate should be specified as 
a maximum standard rate of deprecia- 
10n. 

The Committee does not agree that 
it would be desirable to provide for an 
option whereby the taxpayer might 
claim depreciation at a standard rate. 

However, we are of the opinion that 
it should be possible by reclassification 
to reduce the number of items set out 
in Income Tax Order No. 1217. 

Attention is drawn to the procedure 
adopted under the Canadian Income 
Tax Regulations where the schedule of 
rates of depreciation creates twelve 
classes of capital assets and the total 
number of items specifically listed does 
not exceed 130. 


Term of Reference No. 5. 

Whether it would be desirable to extend 
deductions for depreciation to = 
of assets not subject to such allowances 
under the present law. 

In the opinion of the Committee, it 
is highly desirable that the Income Tax 
Assessment Act be amended so as to 
allow, as a deduction, all expenditure 
on fixed assets used in earning the in- 
come subject to tax. The present dis- 
tinction between expenditure of a 
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capital nature and that which is attri- 
butable to income, as a result of which 
the former is not an allowable deduc- 
tion from assessable income, is a false 
one and contrary to modern accounting 
concepts, in the light of which the only 
valid distinction is one of time or rate 
of consumption. 

In this view, all expenditure incurred 
in a business is regarded basically as a 
cost of earning income, but some of it, 
spent on items having a life of more 
than one year, is chargeable against 
income over a long period correspond- 
ing to the life of the particular item, 
less any residual realisable value there- 
of. 

There are a number of assets which, 
by their very nature, should be written 
off against income over the period of 
their life for purposes of Income Tax. 

This is already recognised and dealt 
with in the Income Tax Assessment 
Act in the case of Plant and Machinery 
and other assets to which the Sections 
of the Act relating to Depreciation 
apply, and in the case of Leases in the 
provisions allowing expenditure on 
Leases or Leasehold Property to be de- 
ducted proportionately over the term 
of the Lease. 

It is strongly recommended that the 
limited recognition of this principle 
should be extended by inserting in the 
Act provisions for the allowance of 
amortisation of all wasting assets, in- 
cluding buildings, quarries, oil wells, 
timber forests, patents, licences, 
theatre decor, etc., and even extending 
to formation expenses and the cost of 
raising Capital. 

This principle, in varying degrees, 
has been recognised in the fiscal policy 
of other countries. 


Canada. 

For instance, in his Budget Speech 
of 22nd March, 1949, the Canadian 
Minister of Finance stated:— 

“During the past year a great deal 
of study has been given to our system 
of allowances for depreciation. The 
problems in this field are highly 
technical, and I cannot in this speech 
enter into much detail regarding 

changes which are to be made. I 
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shall, however, state briefly what 

they are, and a full explanation of 

them will be given when we are in 
committee on the budget resolutions. 

“In the past allowances have been 

granted on the basis of wear and 
tear of assets used in earning the in- 
come subject to tax. Under the new 
regulations which my colleague the 
Minister of National Revenue is pro- 
posing, the governing principle will 
be the amortisation of costs of de- 
preciable assets. Incidentally, an 
effect of this will be to allow for 
obsolescence hitherto unrecognised 
under our Act... .” 

Along with these new arrangements 
for what would ordinarily be regarded 
as depreciation of fixed assets specific 
provision was also made by regulation 
for writing off certain other capital ex- 
penditures, such as a “patent, fran- 
chise, concession or licence for a 
limited period.” 

New Zealand. 

In New Zealand, the Land and In- 
come Tax Act provides (Section 80 
(1)(a) ) that the Commissioner may 
make such allowance in respect of the 
depreciation of premises, implements, 
utensils or machinery as he thinks 
just, where the assets are used in the 
production of assessable income, irres- 
pective of whether depreciation of the 
assets is caused by fair wear and tear 
or the fact that they become obsolete 
or useless and cannot be made good by 
repair. 

A special initial allowance of 30% 
is allowed in respect of plant and build- 
ings acquired between ist April, 1945, 
and 3lst March, 1955. 


United States of America. 

Section 167(c) of the 1954 Internal 
Revenue Code of the United States of 
America provides that there shall be 
allowed as a depreciation allowance a 
reasonable allowance for the exhaus- 
tion, wear and tear (including a reason- 
able allowance for obsolescence)—(1) 
of property used in the trade or busi- 
ness, or (2) of property held for the 
production of income. 
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United Kingdom. 

An “initial allowance” of 10% and 
an “annual allowance” of 24%, was 
allowed on industrial buildings or struc- 
tures, and an annual allowance on the 
purchase of patent rights over a period 
of seventeen years. 

As from Ist April, 1954, an “invest- 
ment allowance” is allowed on the cost 
of new plant and the 10% on new in- 
dustrial buildings. The claims for 
ordinary depreciation are not reduced 
by reason of such allowance. 


General. 

It is not suggested that the fore- 
going statement is a comprehensive ex- 
planation of the position in the coun- 
tries mentioned but it does, we believe, 
represent an up-to-date if brief sum- 
mary of the question. 

The matter of Depreciation and 
Wasting Assets was very fully con- 
sidered by the Committee on the Taxa- 
tion of Trading Profits appointed in 
the United Kingdom and, in its Report 
to the Chancellor of the Exchequer, 
dated 20th February, 1951, the Tucker 
Committee made some pertinent ob- 
servations on this question. It ac- 
cepted, “as a guiding principle (but no 
more than that)” claims for writing- 
off allowances in respect of leaseholds, 
expenditure incurred in acquiring 
rights or benefits of a limited duration, 
as well as what is commonly described 
as abortive capital expenditure. 

The Committee stated “If a manu- 
facturer buys a piece of land and erects 
a factory on it, the factory will de- 
preciate over a period of years, and 
on our principle he ought to get an 
allowance in respect of that deprecia- 
tion”. 

Summarised, the Committee recom- 
mended that— 

(a) Depreciation allowances should be 
given for commercial buildings (in 
addition to industrial buildings 
which are already provided for). 

Payments made to acquire an 
asset of limited life should be 
written off by means of allow- 
ances of such amount as _ the 
Commissioners think just and 
reasonable, in cases where the 


(b) 
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matter is not complicated by any 
consideration of the tax position 
of the recipient of the sum. 
Payments which do not produce a 
capital asset, but which result in 
an advantage of limited duration, 
should be written off by means of 
allowances of such amount as the 
Commissioners think just and 
reasonable. 

Abortive expenditure should be 
deducted as an expense of the year 
for which it is incurred, i.e., “ex- 
penditure incurred wholly and ex- 
clusively for the purposes of a 
business,” which under present law 
falls to be treated as capital ex- 
penditure, but which does not re- 
sult in the acquisition or creation 
of any asset or benefit of any 
kind, or in the improvement of an 
existing asset, should be allowed 
to be written off as an expense of 
the year in which it is incurred. 


We feel that the views of the 
Tucker Committee fully support our 
submission that “capital expenditure” 
which falls outside the scope of Section 
57 of the Act should, where that ex- 
penditure results in the acquisition or 
creation of an “asset” which is used 
in or in connection with the business, 
be subject to a deduction for income 
tax purposes. 


Many objections have justifiably 
been raised against the necessity of 
departing from sound and established 
accounting principles in determining 
the true profits of a business in order 
to conform to taxation requirements in 
ascertaining taxable profits. The new 
Revenue Code of the United States of 
America gives added recognition to gen- 
erally accepted accounting principles as 
the proper standard for computation of 
business income for tax purposes. The 
United States Congress has recognised 
that many needless divergencies be- 
tween income for tax purposes and in- 
come for business purposes have de- 
veloped from court decisions and rul- 
ings. 


If this submission, in principle, 
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merits the support of the Committee, 
the greatest obstacle will have been 
overcome, although there is admittedly 
room for difference of opinion as to 
when, or the period over which, the 
“capital” expenditure should be allowed 
as a deduction for income tax purposes. 
Expenditure on fixed assets having an 
enduring benefit could be recouped 
over the effective life of the asset, but 
all “abortive” expenditure on intan- 
gible or fictitious assets should, we 
submit, be allowed when “written off” 
by the taxpayer, either when the ex- 
penditure is incurred or otherwise over 
a period to be determined by the tax- 
payer. 

Expenditure hitherto incurred could 
be similarly treated on the basis of 
the cost of the asset shown in the tax- 
payer’s books, and the date of purchase 
could be deemed to be the date of com- 
mencement of the proposed new con- 
cessions. 


It would considerably simplify our 
tax structure, ease the burden of ad- 
ministration by both taxpayers and the 
Department, afford financial relief to 
commerce and industry and attract 
capital for further expansion. 


APPENDIX A. 
An Australian Public Company. 
Statement 1: Index used—“C” series (6 
Capital Cities). 


Average 
Years ended 





% Increase 
on Pre- 
vious Year 


Index Converted 





100 

102 

108 

115 

123 

123 

123 

124 

127 

135 

149 

162 

185 

227 

248 

255 Not material 
(Estimated 

less than 
24%) 


*Actual index inserted when available—repre- 
sents an actual increase of 2.82%. 


30/6/39 
40 
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which it was charged against Revenue. 
The adjustments are as follows:— 


Statement 2: In order to keep intact the Slintosioal 
Capital represented by the Excess of all Cost Converted _| Correction 
Current Assets over all Liabilities the Depreciation | to Current Charge 
following charges have to be made Charged f's 
against historical cost profits (last 7 1948 7.582 8,607 1,025 
years only). 1949 8,803 10,672 1,869 

1950 10,513 13,201 2,688 

Such excess at beginning 1951 12,348 17,039 4,691 

of year Correction Charge 1952 14,463 22,408 7,945 

¢ +e r 1953 15,309 24,813 9,504 

1948 75.360 6 4.522 1954 17,847 26,787 8,940 

1949... se:She 7 Sane Statement 4: The totals of the charges re- 

1950 183,095 14 25,633 quired to convert historical: profits to real 

ho 905/819 23 47338 profits are therefore:— 

1953 236,276 9 21,265 1 o preserve . 

ae. Sees oo = invested in | Capital 

Current invested in 


Assets less Fixed 
Assets 
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Statement 3: There must also be charged 
against historical cost wets the amounts 
by which the depreciation charge, year by , . - 
year, is less than the amount required to fre no yee 
keep intact capital invested in Buildings, 1950 14’556 17/244 
Plant, ete. The expired portion of these 1951 2 633 30°324 
assets set aside in accordance with the 1952 47338 55 283 
company’s usual policy, is converted 1953 21'965 . 30°769 
hereunder from the vintage of £’s origin- 1954 , "8940 
ally invested to that of each year in — _ : 


all 
Liabilities 




















Statement 5: A comparison of historical cost profits with real profits can now be 
made as follows:— 


Net rroiit Net Profit (Loss) 


(before Tax) (after Tax) 
Less 


Historical Tax 
Cost Real Historical Real 


1948 25,156 19,609 10,000 15,156 9,609 
1949 45,118 35,141 20,000 25,118 15,141 
1950 75,760 58,516 29,200 46,560 29,316 
1951 96,412 66,088 *50,000 46,412 16,088 
1952 84,261 28,978 39,000 45,261 (10,022) L 
1953 37,808 7,039 17,500 20,308 (10,461) L 
1954 90.810 81,900 35,500 55,340 46,400 


*Reduced by £5,000 which was surplus provided for Taxes and transferred to General 
Reserve in following year. 


Statement 6: In the previous statements, each year’s results have been stated in £’s 
of that year. In order to obtain a fair comparison. it is necessary for all results 
to be converted to £’s of the same year. 

The following converts all results to £’s of 1953 vintage:— 


Net vrrofit Net Profit (Loss) 
(before Tax) (after Tax) 


Historical Tax Historical 
Cost Real Cost Real 


46,213 36,022 27,843 17,652 
75,096 58,490 sa 41,807 25,201 
115,978 89,580 44,701 44,879 
129,244 88,594 67,027 21,567 
92,056 31,659 42,608 \ (10,949)L 
37,808 7,039 17,500 (10,461) L 
1954 90,840 81,900 35,500 55,340 46,400 







































































Seven years " . 
ended 31/3/34 587,235 393,284 258,995 328,240 134,289 
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Statement 7: Relationships of Real Ordinary Capital and Profit available for payment of 
Ordinary Dividends (all expressed in 1953 £’s). 











% Real 
Real Net Dividends Real Profit Ordinary Capital Profit 
Profit (Loss) on Ist & ae bi ° rdinary Vapits (Loss) 
(after Tax) 2nd Pre- aVARAIC Available 

1953 £’s ference to Ordinary 
Shares Shareholders Historical Adjusted 





1953 £'s 1953 £'s 1953 £'s 
1948 17,652 8,726 8,926 53,333 123,184 
1949 25,201 10,240 14,961 73,333 156,473 
1950 44,879 11,099 33,780 73,333 156,473 
1951 21,567 10,441 11,126 73,333 156,473 
1952 (10,949) L. 8,904 (19,853) L. 73,333 156,473 
1953 (10,461)L. 8,150 (18,611)L. 73,333 156,473 
1954 46,400 8,150 38,250 *91,666 174,806 


Total 134,289 65,710 68,579 





























*:-6,€66 additional capital introduced at 30/9/53 and £36,667 at 31/3/54. 


Statement 8: Comparison of Real Profits available to Ordinary Shareholders and Ordinary 
Dividends Paid (Cumulative for seven years ended 3lst March, 1954). 








Ordinary Dividend Available Surplus 
Historical 1953 £'a 1953 £’'s ( Deficit) 


4,800 8,818 8,926 108 
5,793 9,642 14,961 5,319 
18,460 23,887 

6,600 10,104 33,780 23,676 
28,564 57,667 
8,433 11,305 11,126 (179)D 
39,869 68,793 
6,600 7,211 (19,853) D (27,064) D 
47,080 48,940 
6,600 6,600 (18,611)D (25,211)D 
53,680 30,329 
8,250 8,250 38,250 30,000 


61,930 68,579 6,649 


























Statement 9: Relationship of Net Profit (after Taxes) to Shareholders’ Funds—before and 
after Money Value Adjustments. 








Shareholders’ Funds at Net Profit (Loss) % of Profit to Share- 
beginning of year (after Taxes) holders’ Funds 





Historical Real Historical Real Historical 


1953 £'s 1953 £’s 
1948 164,151 337,524 15,156 17,652 9,23 
1949 173,880 344,787 25,118 25,201 14.45 
1950 257,053 466,115 46,560 44,879 18.11 
1951 289,763 490,478 46,412 21,567 16.02 
1952 329,953 503,224 45,261 (10,949)L 13.72 
1°53 365,464 482,291 20,308 (19,461)L 5.56 
1954 371,022 456,481 55,340 46,400 14.92 








Average for as 
7 years 278,755 440,129 36,308 19,184 13.03 


























— Concluded Overieaf 
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Section 92 


Fine Points of Commercial Law 


By E. H. COGHILL, LL.M., (Librarian of the Supreme Court of Victoria) 


ATERSIDE strikes in England 

and Australia, plus the English 
summer vacation, have almost dried 
up the stream of law reports on which 
I rely for material. In the circum- 
stances, I hope a few thoughts on the 
law as to interstate trade, much in the 
news at present, will not be out of 
place. 


I do not propose to attempt to put 
Section 92 in a nutshell. As every 
law student knows, that is very easy. 
The trouble is to keep it there. 


Section 92 of the Commonwealth 
Constitution provides that “on the im- 
position of uniform duties of customs” 
(which took place in 1901) “trade, 
commerce and intercourse among the 
States, whether by means of internal 
carriage or ocean navigation, shall be 
absolutely free”. 


When this clause was first proposed 
in one of the Constitutional Conven- 
tions, the brilliant young Attorney- 
General for Victoria, Isaac Isaacs, 
warned that it was dangerous to insert 
a prohibiting clause without a clear 
idea of what it meant, but everyone 


else thought its meaning was quite 
plain, and he was howled down, some- 
one saying that it was a refreshing 
piece of layman’s language, which 
went very well in the Bill. 

Since then hundreds of Judges, thou- 
sands of Professors and Barristers, 
and an untold multitude of unfortun- 
ate students have lost their sleep and 
cudgelled their brains trying to decide 
what it is from which trade, commerce 
and intercourse are to be “absolutely 
free”. 

Obviously, the words cannot mean 
exactly what they say. They do not 
prohibit interstate railways and steam- 
ers from charging fares, although, if 
construed literally, they would do so, 
and someone has suggested in the 
Press that this is their real meaning. 
Further, the criminal in gaol in Vic- 
toria is not entitled to say that he 
wants to go to Sydney, nor to rely on 
section 92 to enable him to get out 
for that purpose. Does what Americans 
have named the “Police Power” go any 
further? 

Whenever there is a glut of potatoes, 
Victoria remembers that Tasmanian 
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Statement 10: Income Taxes Paid in relation to Historical Cost and Real Net Profits (before 


Taxes). 


(Each year expressed in £’s of that particular year’s vintage.) 








(b) 
(a) Historical 
Taxes Net Profit 
(before Tax) 


(c) 
Real % (a) is % 
Net Profit of (b) 
(before Tax) 


(a) is 
of (c) 





1948 
1949 
1950 
1951 
1952 
1953 
1954 
Cumulative 
for 7 years 


10,000 
20,000 
29,200 
50,000 
39,000 
17,500 
35,500 


25,156 
45,118 
75,760 
96,412 
84,261 
37,808 
90,840 











51% 
57 % 
50% 
76 % 
135% 
249 % 
43 % 


66 % 


19,609 
35,141 
58,561 


40% 
44% 
39% 
52% 
46 % 
46 % 
39 % 


44% 
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SECTION 92 — Continued 


potatoes have “corky scab” and pro- 
hibits them. South Australia prohibits 
the importation of vines for fear of 
Phylloxera. 

I was on holiday near the Murray 
during an epidemic some years back. 
To see a friend in New South Wales I 
had to use a ford, as all the bridges 
were closed. Whether this sort of 
thing is permissible is undecided. Ob- 
viously, restrictions of this type can be 
deliberately used to discourage compet- 
ing interstate trade, and they are often 
suspected of actually being used for 
that purpose. 

Similarly, the question whether sec- 
tion 92 overrides the Defence power, 
also conferred by the Constitution, has 
never been decided. For instance, 
could one have successfully challenged 
the prohibition of interstate travel, im- 
posed during World War II? 


But even apart from these two 
rather unusual aspects, there are plenty 
of unresolved difficulties. 


No one was so naive as to suppose 
that the clause merely prohibited the 
imposition of inter-state customs 
duties. Clearly, it did that, but is ob- 
viously went much farther. The 
orthodox view, at first, was that it was 
aimed at discrimination. 

Whatever a Government did to its 
own “trade, commerce and _inter- 
course’, it was said, it could also do to 
interstate “trade, commerce and inter- 
course”. To take a topical example: 
if New South Wales, to protect its 
railways, charged a prohibitory road 
tax of £20 per ton mile on all transport 
on New South Wales roads, whether 
its destination was Wagga, Albury, or 
Melbourne, according to this argument, 
as there was no discrimination, section 
92 did not apply. 


But in no case had this argument 
been accepted. It has been put for- 
ward several times, but always re- 
jected. However, it has its attrac- 
tions, and we shall return to it later. 

Until after World War 1, section 
92 was not very important. It existed, 
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and an occasional discriminating tax 
was quashed, but it did not really mat- 
ter. 


But with the era of Soldier Settle 
ment we entered the era of over-pro- 
duction, first of dried fruits, and then 
of other primary products. The 
States evolved marketing schemes, and 
got the Commonwealth to enact them. 


Someone thought out the comfort- 
able theory that section 92 did not 
apply to the Commonwealth, and every- 
one was happy. Then Mr. James 
came into the picture. In a series of 
Privy Council cases, two named James 
v. Cowan, and one James v. the Com- 
monwealth, he exploded this theory 
and established the modern rule that 
any interference with interstate trade 
by either State or Commonwealth 
agencies is obnoxious to section 92. 


The Pools continued by compulsorily 
acquiring the whole of the product in 
question as soon as it came into exist- 
ence, and then relying on the argument 
that as no one except the Pool owns 
any of the commodity in question, no 
one can trade in it, and therefore there 
is no interstate trade with which the 
Pool is interfering. 


This needs a very elaborate appar- 
tus, it creaks at all its joints, and any- 
how, no one is quite sure that it is 
valid. In fact, the Pools seem to get 
by by not interfering too much or put- 
ting too much pressure on producers 
in case the scheme breaks down or 
they should stir up another Mr. James. 


Thus the modern result of section 
92 is that it operates in practice to in- 
terfere with three aspects of trade, 
none of which has any primary connec- 
tion with interstate trade. 


Firstly, it underwrites the capitalist 
system in its crudest form. If you 
are trading interstate, no Government 
can interfere with you—at any rate to 
the extent of prohibiting your activi- 
ties. 


This is one of the minor results of 
the Banking Case, when the fact that 
the Banks had interstate branches and 
conducted interstate transactions was 
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one of the reasons why they could not 
be abolished. 


Secondly, schemes of orderly mar- 
keting are placed in great jeopardy. 


Thirdly, in the transport field, regu- 
lation of one form of transport in the 
interest of another form—road trans- 
port against rail, for instance—is il- 
legal if it has any interstate aspect at 
all, as most transport must have. 
This would also apply to other forms 
of economic favouritism such as 
strangling beet sugar in favour of 
cane sugar, or margarine in favour of 
butter. 


Most people will accept some of this 
as good, some as bad, but I think they 
will also agree that such matter should 
not be utterly prohibited to the 
Nation’s Parliaments. It is not my 
idea of democracy that the elected re- 
presentatives of the people should be 
so restricted by a few words from the 
distant past, and one feels that a rule 
that has that effect is probably not 
what the section really intended. 


Even if the section allows incidental 
regulation of trade, such as fixing the 
weight of loads or the spread of hours 
of transport drivers, it seems far too 
wide, and whether even this is permis- 
sible is open to doubt, though the as- 
sembled Premiers, who had the text 
of the recent Privy Council decision be- 
fore them, seem to have agreed that 
such regulation is valid. 


Returning to the old idea of dis- 
crimination, it is hopeless to expect 
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the Court to accept it after rejecting 
it for so long. 

But a minor amendment to section 
92, making it clear that only dis- 
criminatory interference with trade is 
prohibited, might have a chance of 
passing at a Referendum, and would 
probably be sufficient for all practical 
purposes, especially if the opportunity 
was taken to resuscitate the Interstate 
Commerce Commission and really try 
to make it work. 


One has to pay a toll to use Sydney 
Harbour Bridge. Why the transports 
should not have to pay for the roads 
they use is beyond me. 


One would have to read the judg- 
ment in the recent case very carefully 
to see whether such a charge is per- 
mitted or not, but obviously the tax- 
ing authorities would have to be ready 
with proof that the taxes were reason- 
able for that purpose, and there can 
be no question of refusing licences to 
those willing to pay, or of imposing 
heavy fees in order to drive freight to 
the railways. 

It would seem that this is the theory 
in which the amending Bills, recently 
introduced into the State Parliaments, 
are based. 

P.S.—Today’s funny story. The 
chairman of Collier’s, one of the big- 
gest road transport firms, wants inter- 
state transport licensed to control com- 
petition! 

And that, after the transport in- 
dustry has spent thousands of pounds 
and gone to the highest Court in the 
Empire to establish that all forms of 
licensing are unconstitutional. 





Infants as Shareholders 


By N. R. BURNS, B.A., LLB. 


HE word infant is derived from the 
Latin “infans’” meaning “unable to 
speak”. Under Roman Law the term 
was applied only to persons under 
seven years of age thus keeping more 
to the etymological sense of the word. 


Under Roman Civil Law, age was 
divided thus :— 
(i) Infantia, 
years. 


(ii) Pueritia— 
(a) Aetas infantiae 
from 7 to 104. 


(b) Aetas  pubertati 
from 103 to 14. 


(iii) Pubertas from 14 upwards. 


During infantia there was total in- 
capacity; in the period approaching 
pubertas certain contracts could be 
entered into with the consent of the 
guardian; at pubertas, a person be- 
came fully responsible. 


Under our law, however, it would 
appear that the term “infants” in- 
cludes without distinction all persons 
whether male or female who have not 
yet completed the 21st year of their 
lives. Thus the Solicitor-General, in 
Hearle v. Greenbank, 3Atk. 703, said: 


“The law of England draws the line 
at the age of twenty-one and therefore 
all courts must look upon a child of 
nineteen as a child of five years old; 
and you are by the law precluded 
from saying he is more capable at one 
period of his age than another; and 
this not only for the sake of himself 
but for the sake of his heirs”. 


Again in Morgan v. Thorne 7 M & 
W., p. 408, Parke, B., said:— 

“The law knows of no distinction be- 
tween infants of tender and of mature 
years; and as no special authority to 
sue is requisite in the case of an infant 
just born, so none is requisite from an 


from birth to seven 


proxima, 


proxima, 
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infant on the very age of attaining his 
majority.” 


An infant attains majority on the 
completion of his 21st year, but except 
where it is necessary for the purposes 
of the decision to show which of two 
events first happened, the law recog- 
nises no fractions of a day and there- 
fore the year is regarded as completed 
on the first instant of the day before 
the birthday. 


Accordingly, an infant born on Feb- 
ruary 1 attains his majority at the 
first instant of January 31. Thus it 
has been held that a voter who was 
born at 9 o’clock on the morning of the 
11th was entitled to vote on the morn- 
ing of the 10th. An infant can by Act 
of Parliament be declared to be of full 
age before he attains the age of 21 
years, but his status of infancy cannot 
be changed in any way. 


Infants have a very limited power of 
legal action, and their interests are 
carefully protected by the law, since 
they are regarded as of immature in- 
tellect and imperfect discretion (Hals- 
bury’s Laws of England, 3rd Edn., Vol. 
17, p. 582). 


At Common Law the contracts of in- 
fants are divided into three classes :— 

Ist. Those which are absolutely 
void; such as are positively injurious 
to the interests of the infant, and can 
only operate to his prejudice; as a 
surety-bond, or a release to his guar- 
dian. 


2nd. Those which are only void- 
able: such as are beneficial to him, 
which he may affirm or avoid when 
he comes of age; as a conveyance of 
lands, a promissory note, an account 
stated. 


8rd. Those which are binding ab 
initio and need no ratification; such as 
contracts for the public service, 
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articles of apprenticeship, executed 
contracts of marriage, representative 
acts as executor or trustee, contracts 
for necessaries. 


In the following notes attention has 
been directed only to the position of 
infants as shareholders in a limited 
liability company. 


Over a century ago an Act was 
passed in England entitled “Com- 
panies Clauses Consolidation Act 
1845” having the following resounding 
preamble “an Act for consolidating in 
one Act certain provisions usually in- 
serted in Acts in respect to the con- 
stitution of Companies incorporated 
for carrying on undertakings of a pub- 
lic nature”. 


Section 79 of that Act read as fol- 
lows :-— 


“If any shareholder be a minor he 
may vote by his guardian or any one 
of his guardians: and every such vote 
may be given either in person or by 


proxy.” 


This, so far as the writer is aware, is 
the only statutory reference to an in- 
fant holding shares and it does imply, 
of course, acceptance by the highest 
authority of the contractual capacity 
necessary for an infant to become a 
shareholder. 


In the absence of any statutory pro- 
hibition in Acts relating to Companies 
now in force it is reasoned that an 
infant may legally become and remain 
a shareholder in a company, provided 
always the Articles of Association do 
not contain provisions to the contrary. 


The only doubt which remains seems 
to relate to an infant who lacks under- 
standing and this would seem to have 
its origin in the position obtaining 
under Roman Law. So in Salmond 
and Williams on Contracts, 2nd Edn., 
at p. 297, we read:— 


“Infancy, in the case of a young 
child, involves lack of understanding, 
and doubtless if such a child has gone 
through the form of becoming a party 
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to an act in the law, to the validity of 
which his assent is essential, that act 
in the law will be entirely void. 


“After an infant has passed this age 
of lack of understanding, however, he 
is still regarded by the law as deficient 
in judgment and accordingly his acts 
in the law, while not generally void ab 
initio, do not generally operate against 
him in the same complete and absolute 
way as they would if he had been of 
full age when he performed them. 


“In particular, the extent to which 
his contracts bind him is greatly modi- 
fied.” 


It is submitted, however, that how- 
ever true the general proposition may 
be, the case of shares acquired by an 
infant who lacks understanding either 
by way of application to the company 
by someone on his behalf to take up 
shares or by transfer from an existing 
shareholder falls within the scope of 
exceptions recognised by the Common 
Law. 


One of such exceptions is the case 
where an infant acquires property to 
which obligations are attached and for 
which he is liable, subject to his right 
to repudiate within a reasonable time 
after his majority—as, for instance, 
in the case of an infant purchaser of 
real estate. 


The test here appears to be whether 
the contract is beneficial to the infant 
and it is apprehended that this test 
would be answered in the affirmative 
at least where fully paid shares are 
concerned. 


On this reasoning the result at any 
rate as far as fully paid shares are 
concerned, is that the case falls within 
Class 2 mentioned above in respect of 
acts of an infant which are voidable. 
See also Gibbons v. Wright (1954) 
A.L.R. 383. 


Having reached the conclusion that 
an infant of any age may be a share- 
holder, we come now to consider his 
mode of entry to and his departure 
from the Share Register of the com- 


pany. 
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1. An infant as a subscriber to the 
company’s Memorandum and Articles 
of Association. 


It has been established than an in- 
fant is a “person” within the meaning 
of the section of the English Com- 
panies Act dealing with the formation 
of a company. See in re Laxon & Co. 
(1892), 3 Ch., 561. 


In this case eight persons had signed 
the Memorandum of Association, two 
of them being infants and subsequently 
an order was made voiding the con- 
tract entered into by these infants by 
reason of their having signed such 
Memorandum. An attempt was then 
made to have the company wound up 
as an unregistered company. In giv- 
a judgment, Vaughan Williams, J., 
said :— 


“But as I understand it, the con- 
tract of an infant is only a voidable 
contract. It is a valid contract until 
it is rescinded and it was admitted in 
the course of the argument that if no- 
thing had happened—if no order had 
been made and these infants had not 
repudiated their contract but on attain- 
ing their majority had assented to it 
—thereupon the incorporation of the 
company would have been valid. 


“The effect of that is to show that an 
infant at the time of signing is a ‘per- 
son’ within the meaning of that sec- 
tion. He may afterwards avoid the 
contract which arises on his signature 
but unless and until he does so he is 
a ‘person’ and that therefore the ob- 
jection to this registration fails.” 


However, the practice under the 
New South Wales Act is that the 
Registrar-General will refuse registra- 
tion if it comes to his notice that one 
of the subscribers is an infant, ap- 
parently on the ground that the con- 
tract of such infant is voidable. 


The Registrar-General does not 
usually make inquiry but where he 
considers it necessary as, for instance, 
where a subscriber is described as a 
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“student” he will call for evidence as 
to age and if he finds that a minor has 
subscribed will refuse registration on 
that ground. 


It appears, however, that the prac- 
tice in England is different and that 
the principles laid down in Laxon’s 
case are followed. See article in The 
Law Times, Volume 218, p. 41. 


2. An Infant as an Applicant for 
Shares: If the shares are fully paid 
and the moneys due are paid in full 
on application there would appear to 
be no objection to an infant taking 
up shares in his own name either 
where he himself signs the applica- 
tion or where someone does so on his 
behalf. However, if the shares are 
only partly paid different considera- 
tions may arise. 


The case of re Crenver and Wheal 
Abraham United Mining Co. (1872), 
8 Ch., App. 45, is usually cited as 
authority for the proposition that a 
Director allocating shares to an infant 
son constitutes a misfeasance. 


The word misfeasance is used here 
in the sense in which the word is used 
in Section 308 of the New South Wales 
Companies Act 1936 where, in the 
course of winding-up a company if it 
is found that a Director has been 
guilty of any misfeasance or breach of 
trust in relation to the company, the 
Court may compel him to contribute 
such sum to the assets of the company 
by way of compensation in respect of 
such misfeasance as the Court thinks 
just. 


In this section the term “breach of 
trust” is generally confined to some 
misapplication of the funds of the 
company and the term “misfeasance” 
to other breaches of duty which do not 
involve such mis-application. In the 
case above cited the facts were that 
shares were taken up on behalf of three 
infants by a father who was a Director. 

These shares were only partly paid 
up and in winding-up it was held that 
the father, as Director, had committed 
a breach of duty in so allotting the 
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shares to his infant sons, as owing to 
their infancy no contributory could be 
obtained in respect of their shares 
under the winding-up. 


The reasoning was that if the in- 
fants had not taken up the shares 
someone else would have been on the 
register who could have paid and 
therefore the misfeasance section was 
brought into play. It is considered, 
therefore, that this decision only has 
application in cases where shares are 
partly paid up and that it is no 
authority for saying a misfeasance has 
been committed where the shares are 
fully paid up. 


3. Acquisition by Transfer: Again 
here there seems no objection to an 
infant acquiring shares by way of 
transfer at any rate if such shares are 
fully paid up. Again the authorities 
deal only with shares which are partly 
paid up. 


So in Lumsden’s case (1868), 4 Ch. 
31, where there was a transfer to an 
infant who came of age 5 months be- 
fore the winding-up order was made 
and in the interim he had transferred 
some of the shares he had acquired. 


His name was included on the list of 
contributories and he raised the de- 
fence of infancy. It was held that he 
must be held to have affirmed the 
transaction after he came of age and 
that a transfer to an infant was not 
void but voidable, for a deed will pass 
an interest to an infant even if coupled 
with a liability if it be for his bene- 
fit to accept it. 


So also in Symons Case (1870), 5 
Ch. 298, where there was a transfer to 
an infant, the company being ignorant 
of that fact and such infant attained 
his majority after the commencement 
of the winding-up. 


It was held here that the Official 
Receiver might refuse to accept the in- 
fant as a shareholder although, after 
coming of age, he was willing to con- 
firm the contract. 
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4. Transfer of Shares Acquired by 
an Infant to Another Person During 
Infancy. There appears to be a sin- 
gular lack of authority on this par- 
ticular aspect of our subject. 


In the case of real estate, the N.S.W. 
Registrar-General will accept an infant 
as a transferee but will note his age 
on the register and then will refuse to 
register any transfer by an infant 
until he comes of age. 


It may be noted here that under Sec- 
tion 43 of the N.S.W. Real Property 
Act, titles under such Act are ia effect 
indefeasible and therefore the Regis- 
trar-General cannot allow the title to 
be in such a state that conflict may 
later on ensue. Where the Registrar- 
General is unaware of the infancy and 
a transfer is effected by the infant 
really interesting points of law arise 
and conflicting decisions have been 
given by the Courts on the results en- 
suing. See in Percy v. Youngman 
(1941), V.L.R. 275 and Coras v. Webb 
& ors. (1932), Q.S.R. 66. 


It is submitted, however, that in the 
case of shares in a limited liability 
company the ordinary principles as to 
contracting with infants apply and 
that it is no concern of the company as 
to whether a transfer by a registered 
shareholder is voidable or not. 


It is considered that the Directors 
do not give any guarantee of the titles 
of a registered holder or of his 
capacity to contract and accordingly 
that infancy per se is not sufficient to 
permit rejection by a Board of Direc- 
tors of a transfer by an infant. 


In this connection, reference is made 
to Gooch’s case, 8 Ch. 266, where a 
shareholder in a companys transferred 
shares to an infant who transferred 
them to another infant who in turn 
transferred them to an adult and all 
transfers were registered. The com- 
pany was ordered to be wound up more 
than a year after the first transfer, 
but less than a year after the last 
transfer. 


It was held here that once the com- 
pany had obtained an adult share- 
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holder the intermediate transfers could 
not be avoided and that the original 
shareholder ceased to be such at the 
date of the first transfer and that he 
could not be put on the list of past 
members. It was further held that 
the transfer to an infant was voidable 
at the option of the infant or the com- 
pany but let it be noted that here, as 
in the previous case, the shares were 
only partly paid. It will be further 
noted that the shares passed through 
the hands of two infants without ap- 
parently involving any fatal conse- 
quences as to title. 


5. Voting and Other Rights: There 
does not now seem to be any statutory 
provision relating to voting by infants 
as existed in 1845—vide s. 79 of the 
Act of that year quoted above—but 
it would appear that there is nothing 
to prevent an infant attending a meet- 
ing and voting in his own rights where 
he is capable of understanding. It is 
suggested in the case of infants of ten- 


der years that provision might well be 
made in the Articles of the Company 
on the same lines as existed in the 


English Act of 1845. Some doubt 
exists as to whether an infant can be 
a director of a company, but in Gore- 
Browne’s Handbook on Joint Stock 
Companies (41st Edn at p. 74) the fol- 
lowing observation is made :— 

“There is no authority as to how 
far an infant member while on the 
register of members can act as a direc- 
tor or exercise rights of voting, sign- 
ing requisitions and giving proxies: 
there seems to be no reason why he 
should not exercise these functions.” 


It is suggested that provision be 
made for all these matters in the 
Articles if it is contemplated that in- 
fants will become shareholders and no 
question can then arise. 

The final matter which remains to 
be dealt with is finding the money to 
acquire shares for an infant or on his 
behalf. 


Firstly, this can be done by way of 
loan, at any rate, in the case of infants 
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who have reached the age of under- 
standing. In this connection recourse 
is had to the reasoning in Fadden » 
Federal Commissioner of Taxation, 70 
C.L.R. 555. 


In this case one, Arthur William 
Fadden (as he then was) transferred, 
on the 26th December, 1941, to each of 
his four children who were aged be- 
tween 17 and 24 years, 1,975 shares 
in A. W. Fadden Pty. Limited in con- 
sideration of the sum of £4,345 in each 
case. The transfer was effected by 
the parties completing the common 
form of transfer of shares in which 
was set out the number of shares and 
the consideration paid therefor. 


No other document was signed in 
connection with the transaction and 
no money was paid by the children. 
The Federal Commissioner of Taxa- 
tion, on the 26th July, 1944, caused an 
assessment of Gift Duty to be made in 
respect of these transactions. 


It was established in the case that 
each of the children had previously 
borrowed £3,046 from the company 
and that the income from their invest- 
ments had been applied, with their 
consent, towards paying off the debts 
to the company. The only dividend 
from the shares acquired had also been 
applied, with their consent, towards a 
reduction of their liability to the com- 
pany. 

On behalf of the Commissioner it 
was argued, firstly, that property had 
been disposed of for a consideration 
which was not fully adequate. This 
argument was disposed of on the 
ground that there were no facts in 
the case which would enable the Court 
to determine the extent of any inade- 
quacy suggested. Nextly, it was 
argued that there was no consideration 
in money or moneys worth passing 
from the disponee to the disponer. In 
this respect Latham, C.J., at p. 558-9, 
said :— 

“Section 4 refers to money or 
money’s worth. I do not regard those 
provisions as excluding the ordinary 
law of the land that a promise may be 
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good consideration for the transfer of 
property. In this case, the documents 
imply a promise to pay, that is, a pro- 
mise to pay an amount of money which 
the case shows is the full value of the 
property. The promise to pay is im- 
mediately enforceable although it has 
not been enforced for a period of about 
three years. 


“If the appellant were at any time 
to release the debt so that the promise 
would no longer be enforceable, a 
quite different set of circumstances 
would arise, because the release of a 
debt is included in the definition of dis- 
position of property and may therefore 
be a gift. But the present position is 
that the consideration for the transfer 
of the shares is to be found in each case 
in a promise to pay the full value, such 
promise being immediately enforce- 
able. 


“In my opinion, it is impossible to 
say that such a promise is an inade- 


quate consideration and it has not 
hitherto been suggested that a distinc- 
tion should be drawn between such 
promises as consideration by refer- 
ence to the financial capacity of the 
promisor to pay. 


“Entry into such matters to deter- 
mine the ‘real consideration’ or the 
‘adequacy’ of the consideration under 
such provisions as those now under 
consideration would open up an en- 
tirely new field of inquiry, an inquiry 
which there appears to be no authority 
for making.” 


The conclusion drawn from this 
statement of the principles of law in- 
volved is that even a voidable promise 
by an infant is sufficient to negative 
any suggestion of a gift. Again, it is 
important to note that the financial 
capacity of the promisor is a matter 
not to be taken into consideration. 


Secondly, the moneys to acquire 
shares may be acquired by an infant 
by way of gift. Here there are cer- 
tain attendant risks, principally aris- 
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ing from the doctrine of resulting 
trusts. 


The general principle of law in this 
respect is that where a person provid- 
ing the purchase money for the pur- 
chase of real or personal property 
causes such to be assured to some 
other person there is prima facie an 
implied or resulting trust, that is to 
say, it is presumed that he intended 
the other person to hold the property 
in trust for himself. 


This presumption may be rebutted 
by evidence to the effect that the pur- 
chaser intended the transferee to take 
the property beneficially. There is, 
however, a contrary presumption called 
“presumption of advancement” where 
certain relationships exist between the 
parties as in the case of a father and 
son. 


Accordingly, in the last-mentioned 
case, if the father takes up shares in 
his son’s name the presumption of ad- 
vancement will negative the doctrine 
of resulting trusts and the infant will 
hold the shares beneficially. This pre- 
sumption does not always arise in the 
case of a mother, but it does arise 
when the purchase is made in the name 
of a person towards whom the pur- 
chaser has put himself in loco parentis. 


It is to be further noted that in the 
case of a father, if the shares taken up 
are only partly paid, such father is 
responsible for the balance owing on 
the shares and such amount can be 
claimed as a debt against his estate. 


There is one further matter to be 
noted in relation to gifts by a father to 
his infant children and that is in rela- 
tion to Section 102, 2(d) of the New 
South Wales Stamp Duties Act. 


It may be that the shares are taken 
up in a company which is in the com- 
plete control of the parent who may 
regulate his own salary and the divi- 
dends paid on his own shares and those 
of the children as he thinks fit. Here 
the doubt arises from a long line of 
cases, the last of which is Oakes’ case, 
in which the matter to be determined 
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is whether the donor has been entirely 
excluded from beneficial enjoyment of 
the subject of the gift. The conclud- 
ing passage of the decision of the 
Privy Council in such last-mentioned 
case reads as follows:— 

“In their Lordships’ judgment the 
question is not whether the donees 
permitted the donor to take benefits. 
It is whether the donor took benefit 
out of that which was given. 

“If a benefit arises by way of re- 
servation out of the interests which 
were given, then no doubt the donees’ 
interests are inherently insusceptible 
of being so possessed and enjoyed as 
to preclude the-donor from taking that 
benefit, but the Section applies because 
there is not entire exclusion of the 
donor or of benefit to him from the 
interests comprised in the gift. 

“The contrast is between reserving a 
beneficial interest and only giving such 
interests as remain on the one hand, 


In Brief . — 


As Gordon Bruns is holidaying in New Zealand his feature "In Brief" is missing 


this month. 


and, on the other hand, reserving 
power to take benefit out of or at the 
expense of interests which are given.” 


Then there is the method of an in- 
fant obtaining a beneficial interest in 
shares per medium of a trust, the 
settlor being other than the ‘parents 
of the infant. 


This, of course, has much to com- 
mend it in that it avoids the pitfalls 
before mentioned but it, too, has its 
own shortcoming, that is to say, if 
the settlor were to die within 3 years 
of the date of the gift then there 
would be included in his estate as a 
notional asset the trust property not 
being what he settled but the assets 
into which such property at the date of 
his death had been transmogrified. 


Finally, there is the simplest method 
of all: the infant finding any necessary 
moneys from his own resources and 
this where the necessary proof of 
ownership is forthcoming is generally 
the course to be recommended. 


It will resume with the next issue. 
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The Stock Exchange Viewpoint on 
Company Annual Reports 


By J. CAMPBELL JOHNSON 
A Member of the Committee of The Stock Exchange of Melbourne 


HE STOCK Exchange viewpoint 

on company annual reports will, 
I believe, be better understood if the 
functions of the Stock Exchange and 
the way in which it operates are ap- 
preciated. I would like, therefore, to 
spend a little time at the outset ex- 
plaining what the Stock Exchange is 
and how it works. 


In the first place, the Stock Exchange 
itself does not buy or sell shares. It 
is simply a place in which a highly 
organised and centralised market func- 
tions and gives expression in price of 
the public supply of and demand for 
investment securities, as well as the 
public’s assessment of the economic 
future. 


This market is freely accessible to 
all who wish to have dealings in it 
through the Members of the Stock 
Exchange, whose business it is to 
carry out the instructions which they 
receive from their clients to buy and 
sell shares. 


Secondly, the price of shares is not 
determined by the Stock Exchange or 
by the brokers, but by the free and 
continuous competition of the many 
buyers and sellers who operate in the 
market through the medium of their 
brokers. 


The prices of shares quoted on the 
Stock Exchange vary from day to day, 
and even from hour to hour, as a re- 
sult of the competition of all those 
people who wish to buy shares and also 
all those who wish to sell. The price 
thus determined for the shares of any 
particular company represents the in- 
vesting public’s evaluation of that 
company’s prospects. 


It is evident then that investors are 
dependent on the information avail- 
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able to them about the activities of a 
company, its prospects and the results 
of its operations, if they are to be able 
to form a reasonable opinion of the 
value to them of its shares. The better 
informed the investing public is, the 
more accurate the market becomes. 


The Stock Exchange has an import- 
ant function to perform in providing 
facilities for the market to operate on 
a fair and reasonable basis, and it is 
very conscious of the duty and respon- 
sibility which it has to the investing 
public when it admits the shares of any 
company to its quotation lists. 


Before the listing of a company’s 
shares is granted, the company must 
agree to abide by the listing require- 
ments of the Stock Exchange. These 
are numerous, but certain of them, 
which are concerned with the notifica- 
tion of matters which may be expected 
to influence the public in arriving at its 
evaluation of the shares of the com- 
pany, are summarised hereunder :— 


(a) The company must undertake to 
notify the Stock Exchange with- 
out delay of the following mat- 
ters: 

1. Any changes 
torate. 

2. Any proposed change in the 
general character or nature of 
the business in the company or 
any of its subsidiaries. 

All dividends and/or cash 
bonuses recommended or de- 
clared, or the passing of any 
dividend. 

Brief particulars of any issue 
of new capital, whether to be 
issued as a bonus or by way of 
right to shareholders’ or 
debenture-holders. 


in the direc- 
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complying with its require- 


5. Brief particulars of any other 
ments and, in particular: 


alterations of capital, includ- 
ing calls. 
. Simultaneously with the an- 
nouncement of a declaration of 
a dividend or of the passing 
of the final dividend, the net 
profit figures (or aggregate 
net profit figures, if a holding 
company) as determined for 
the year (with comparison 
with the previous year) even 
if this calls for the qualifica- 
tion that such profit figures 
are provisional or subject to 
audit. 
. Of any other material infor- 
mation considered necessary 
to avoid the establishment of a 
false market for the shares of 
the company. 


(b) The company must agree to:— 
1. Forward to the Stock Ex- 


change as soon as_ possible 
after the first six months of 
each financial year, a report 
by the Directors concerning 
the company’s activities for 
that period, stating broadly 
any special: matters that had 
occurred to affect profits to 
any material extent and, when 
practicable, giving a general 
survey of operations for the 
six months in comparison with 
the same period of the pre- 
vious year. 
Supply promptly to the Stock 
Exchange all periodical and 
special reports and two copies 
of the balance sheet of the 
company, as soon as issued, and 
at least seven days before the 
date of the company’s annual 
meeting. 
. Supply upon application, re- 
ports and balance sheets to 
members of the Stock Ex- 
change. 


(c) The Stock Exchange also requires 


that the statements of account 


To set out separately in the 


, company’s balance sheet, and 


in the balance sheet of any sub- 
sidiary company or companies, 
the amount of intangible 
assets. 


. Where an option exists over 


unissued shares, to append to 
the balance sheet a footnote 
showing the number of shares 
under option, the price of issue 
and the date of expiration of 
such option. 


. Where the company has a con- 


trolling interest in another 

company or companies, to an- 

nex to the company’s account: 

(a) A separate balance sheet 
and profit and loss ac- 
count of each subsidiary 
company, or— 

(b) A’ consolidated balance 
sheet and a consolidated 
profit and loss account of 
the company, and of its 
subsidiary coimpany or 
companies, eliminating all 
inter-company __ transac- 
tions and containing a 
statement of the total 
losses, if any, of the sub- 
sidiary company or com- 
panies. 

Where the company does not 


‘ ewn the whole of the capital 


of a subsidiary company or 
companies, to disclose in any 
consolidated balance sheet and 
profit and loss account, the ex- 
tent of the interest of outside 
shareholders in Capital Reser- 
vations and Profits. 

It is also required that in the 


profit and loss account, the 


amounts charged to revenue by 
way of provision for deprecia- 
tion, renewals and diminution 
in value of fixed assets and 
provision for and/or payment 
of income tax, shall be stated 
separately. 


and balance sheets issued by [Note: Requirements were published in full 
the company will be in a form in the December issue—Editor.] 
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These requirements are not based 
on any desire by the Stock Exchange 
to adopt a dictatorial attitude to com- 
panies whose shares are listed, but 
are designed to protect investors from 
the dangers of buying or selling shares 
without full and proper information. 
In order to keep the brokers and their 
clients quickly informed of any de- 
velopments in a particular company, 
all notices received from companies 
listed on the Stock Exchanges are read 
to the brokers in the Call Reom as 
soon as they are received. 


Such notices are also immediately 
available to the representatives of the 
press who are always present in the 
Call Room at the daily meetings of the 
Stock Exchange. Thus the market 
knows immediately of any new de- 
velopments which have taken place 
and, as a result, brokers can quickly 
inform their clients interested in a 
particular stock, so that immediate ac- 
tion can be taken by the client to alter 
his buying or selling order. 


The listing of a company’s shares on 
the Stock Exchange is of very real 
benefit to the company and it is not 
unreasonable that, in order to obtain 
the benefits of listing, the company 
must be ready to abide by the listing 
requirements of the Stock Exchange. 
The advantages of listing may be brief- 
ly stated as follows:— 

1. Greater liquidity, which facilitates 
a sale in the event of the death of a 
large shareholder. 

2. The ready valuation of the com- 
pany’s shares, which is provided by 
the daily quotations, which is of 
importance in establishing probate 
values or for the use of shares as 
security for loans. 

. The raising of additional capital by 
a company is facilitated if a good 
market exists for that company’s 
shares. 

. The existence of a good market for 
its shares is helpful to the public 
relations of a company. 


It is interesting to observe that it 
is often those companies whose shares 
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enjoy good markets, and are popular 
with the investing public, which are 
leading the way in the growing ten- 
dency towards the publication of more 
informative annual statements. Such 
companies are, no doubt, conscious of 
the value from a public relations point 
of view that results from a good 
healthy market for their shares. 


Investors are attracted to the shares 
of companies with whose products they 
are familiar or with whom they are 
accustomed to doing business. It is 
very natural that an investor should be 
interested to hold shares in a company, 
the products of which he finds satis- 
factory or with which he is accustomed 
to dealing, and, therefore, there is con- 
siderable scope for the development of 
a relationship between a company and 
its shareholders, who are already cus- 
tomers or who may become customers. 


The Annual Report of the Directors 
in such circumstances becomes an im- 
portant link between the company on 
the one hand and its shareholders on 
the other. 


There is a growing tendency for the 
annual reports of companies to include 
illustrations of the products of the com- 
pany, or of its installations, all of 
which help to give the shareholders a 
much better idea of its activities than a 
yaa financial statement can hope to 

Oo. 

Members of the Stock Exchanges are 
called upon to analyse company reports 
and financial statements so that they 
can be well informed to advise their 
clients and the following observations 
on modern company reports may be 
helpful, made as they are from the 
sharebrokers’ and investors’ points of 
view. 

1. An investor, in considering the 
shares of any particular company 
as a potential investment, naturally 
looks to the following points :— 

(a) The income he can expect to 
receive from an investment in 
those shares, and so that he 
may be reasonably assured of 
continuity of income he is con- 
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"CHANGE VIEWPOINT ON ANNUAL REPORTS — Continued 


cerned to see that there is a 
satisfactory margin of earnings 
over the amount of the divi- 
dend being paid. 


(b) The capital security offered 
by the shares and, therefore, 
the assets backing per share is 
of importance to him. 


(c) The prospect of future bene- 
fits which may come from a 
holding of the shares in the 
form of new issues of shares, 
bonus issues or increased divi- 
dends. 


The annual report, therefore, should 
be so framed that these three import- 
ant factors can be readily assessed. 


2. It is confusing if financial data is 
included in that portion of the re- 
port consisting mainly of advertis- 
ing matter. It appears to be a much 
more suitable arrangement if the 
financial statements and the Chair- 
man’s remarks are kept separate 
from any advertising matter which 
may be included in the report. 


. It must be borne in mind that the 
majority of the investing public are 
not accountants and are not prac- 
tised in reading and assessing com- 
plicated financial statements. It is 
helpful, therefore, if balance sheet 
figures and profit and loss items are 
set out in narrative form so that 
they are easily understood by the 
layman. 


In assessing a company’s position 
and its future prospects, a com- 
parison of its results over a period 
of years is most helpful. The grow- 
ing tendency of including compara- 
tive tables over a period of years 
of assets and liabilities and profit 
and loss items, is to be applauded, 
and is of great assistance to the 
shareholder who is interested to 
make a real study of his company’s 
growth and future potential. 


. It is encouraging to notice that 
some companies are now extending 
the information given in their an- 
nual reports to cover turnover 


figures, and the inclusion of this 
item is of tremendous importance 
and assistance. 


. The requirements of the English 
Companies Act that explanation of 
movements in balance sheet figures 
should be included in the annual re- 
port is a most desirable provision. 
Unexplained movements in the re- 
serve accounts appearing in a com- 
pany’s balance sheet often make it 
almost impossible to accurately 
compare the company’s position 
with that of the previous year. The 
English Act makes it mandatory 
for a company to give such ex- 
planations by means of notes ap- 
pended to the balance sheet and it 
would seem to be a practice which 
could well be followed in this coun- 
try. 


The annual report is of necessity 
published some time after the close of 
a company’s financial year and thus 
there would be a long period when no 
information would be available to 
shareholders as to the company’s pro- 
gress. It is for this reason that the 
Stock Exchange requires that a six- 
monthly report by the directors shall 
be made available to the Stock Ex- 
change as soon as possible after the 
first six months of each financial year. 


In America, many of the large com- 
panies go even further than this re- 
quirement and make quarterly reports 
to their shareholders, and this prac- 
tice, apart from keeping the share- 
holders informed, has the effect of 
providing the company with some pub- 
licity outside the normal balance sheet 
period of the year. 


The Stock Exchange viewpoint can 
therefore be summed up by saying that 
since it is apparent that prompt and 
accurate information is necessary for 
the market to operate on a fair and 
reasonable basis the Stock Exchange 
strongly supports any movement de- 
signed to encourage the publication of 
more informative and more easily 
understood annual reports. 
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Do we still blind with science 
with annual reports? 


By R. E. MASKELL 


[Mr. Maskell is a director of Tye’s Pty. Ltd., whose art gallery recently displayed 
the prize winning and leading annual reports of the Institute of Management’s compe- 
tition for Australia’s best balance sheets. His provocative and thoughtful article 
is based on a talk given to the Secretarial Practice Group.—Editor.] 


NNUAL Company Reports are 
now sent to many thousands of 
people with varying interests. How 
many read them, let alone study them? 
I don’t know. Of course, we put this 
down to apathy, lack of interest, a- 
couldn’t-care-less attitude. That’s a 
comfortable way of dismissing the 
problem, but it’s not the right answer. 


The fact remains, Annual Company 
Reports still reach a select group in 
our community. 


A considerable improvement in pre- 
sentation of financial facts has been 
marked over the last three years in 
Australia—but be that as it may, these 
reports are still the preserve of the in- 
formed—informed compilers and _ in- 
formed readers. 


No, I am wrong. Informed com- 
pilers, yes, but informed readers—I 
wonder ! 


What am I getting at? Just this— 
that apparently we think that if we 
dress up an annual report in a pretty 
dress, do some proficiently drawn and 
mathematically accurate geometric 
progressions—then, hey presto! we 
have an interested and informed body 
of readers. 


Now, is this so? No, I don’t think 
so. Why? Because an annual report 
doesn’t do its job unless it tells you 
something—it is a job of simple ex- 
planations. 


The sudden swing to statistical 
methods is only symptomatic of the 
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deep-seated aversion in most of us to 
face up to a job of simple explanations 
—we invariably try anything else. 


We escape from words into pictures, 
symbols, graphs, charts, diagrams— 
anything at all as long as it’s “visual”. 


This is just another way of saying— 
“well, people would rather just look”. 


This is possibly so—but can you 
really explain things without explain- 
ing them in words? I don’t think so. 
I believe we have to tell the potential 
readers of Annual Company Reports 
what to look at and why. Not in an 
infantile and patronising way, either, 
but in good, simple, forceful English. 


The vast majority of the community 
are simply not educated in statistical 
devices. Because we like playing and 
amusing ourselves with these Picasso- 
like productions there is no reason to 
believe that the general reader can 
grasp general facts or spot basic 
trends. The reason is clear: you 
had to be trained to learn from visual 
aids. 


Put another way: the graph and the 
chart are no more immediately re- 
presentional and no less symbolic of 
the information they are intended to 
convey than are verbal and mathe- 
matical statements. 


That doesn’t mean that you should 
never illustrate visually what you have 
to say. Not at all—anything pictorial 
or graphic does help as long as there 
is enough text to back it up. 
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BLINDING WITH SCIENCE — Continued 


The running text has to tell your 
reader what the illustrations mean, 
how he should look at them, and why. 
Tell the reader what to see. 


In this we are most fortunate that 
our language is English, because it is 
poetic and practical at the same time. 
It’s rich; it’s an all-purpose language; 
it gives the individual the greatest 
freedom. 


Now, why is it we believe that the 
Americans publish the best reports? 
Is it because they illustrate profusely, 
present the figures in a better way, 
spend more currency on their produc- 
tions, are past masters at the happy 
art of public relations? Yes, all these 
things count, but one feature, I think, 
has been missed. They use American 
English in their reports—they write 
naturally. Their reports have more 
scope, more vitality and, therefore, 
more reader-appeal. 


Gertrude Stein gives the reason: 
“We Americans have changed our lan- 
guage by choosing words which we 
liked better than other words, by put- 
ting the words next to each other in 
a different way than the English way, 
by shoving the language around...” 


Now, let’s look ourselves over. The 
typical Australian financial report is 
stiff, formal, pompous and unnatural. 
We conform too much to how we think 
other people expect us to produce and 
write our reports! “When in Rome 
do as the Romans expect you to do” 
kind of thing. 

Let’s get away from Ink-English. 
Tell your story in simple, natural 
English. It’s a story worth telling in 
many cases. 

By all means illustrate and use 
visual aids but don’t assume too readily 
that your readers understand these 
useful devices. 

Spend more time on simple explana- 
tion; use more text, and you will get 
more readers. 

If you are to educate, you must first 
interest. The story of Australian in- 
dustrial and commercial development 
is certainly well worth the telling. 
You have many eager and poten- 
tial readers—but you must reach them. 

Tell them and sell them. Otherwise, 
the readers of annual company reports 
in Australia will remain for a long 
time a very small section of the com- 
munity. 

Remember, the typical reader will 
usually skip what baffles him. 





gee gece Keports Th _AW 


American annual reports are, by and large, the world's best because they tell all 
the facts of corporate life— and do it in a way to attract both layman and pro- 


fessional analyst. 


They not only give a wealth of detail but manage to do it so simply that anyone 


can understand the points being made. 


Most U.S. balence sheets not only go to shareholders but also to employees, 
business associates, suppliers and so on. They are used as an important part of the 


company's public relations activities. 


—Editor. 
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Living by Statistics 


By REGINALD KIRBY 


the famous Belgian city of Brus- 
sels, the first international congress of 
statisticians was convened. 


pvt over one hundred years ago, in 


What was then a new science entered 
upon a career that has, in the succeed- 
ing century, demonstrated its power 
to impress and assist the ever-widen- 
ing horizon of the human race. 


The time has now gone when a 
statesman, however eminent, can dis- 
miss the science by saying there are 
“lies, damned lies . . . and statistics!” 
although those intimately acquainted 
with its ramifications are well aware 
that it can be made to serve its turn 
in many ways. 


It can be said that a large part of 
the world lives on statistics, while an 
even larger part lives in fear of them. 
The science has been defined as “the 
method of demonstrating facts con- 
cerning the social life of man based 
upon the quantitative observation of 
aggregates”. 


Let an important section of the 
business community form the impres- 
sion that the statistics concerning an 
aspect of business in which that sec- 
tion may be interested is showing signs 
of uncertainty and it is not long before 
it hastens the process by withdrawing 
support, perhaps at the very time when 
it is most needed. For statistics do 
not always operate optimistically. 
Trends may be observed, fears may be 
engendered, collapse may supervene. 


The science of statistics was first 
elaborated by the Belgian mathema- 
tician Adolf Quetelet (1796-1874). A 
native of Ghent, he became professor 
of mathematics at Brussels in 1820 
and ten years later became supervisor 
of Statistics for the Belgian Govern- 
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ment. Under his auspices, the first 
international congress was convened 
in 1853. 


Today, every great country main- 
tains a statistical bureau engaged in 
preparing figures on all kinds of ques- 
tions. Most great industries base 
their future operations on the same 
statistical observations. Business has 
ceased to be the hit-or-miss affair it 
seemed to be years ago. Graphs and 
diagrams, psychological data, all the 
modern appendages to sccttin Ti sup- 
port its operations. 


Writers of great books have also 
been perceptibly influenced by the 
power of statistics. Two at least of 
the formative writers of the last cen- 
tury laid great stress on what was 
then a new science. Karl Marx was 
one. 


Dialectical materialism is the quin- 
tessence of statistics. With world- 
sweeping glance, Marx laid down what 
to him and Engels and a host of fol- 
lowers seemed the inevitable and ir- 
resistible trend of world development, 
crisis following crisis until the class- 
less reign of the proletariat super- 
vened. And yet, as John Bowle points 
out in his recent authoritative work on 
19th century thought, “undiluted in a 
planetary twentieth-century context, 
the Marxist myth can lead only to a 
world-wide conflict that would destroy 
the civilization Marx was determined 
to transform”. 


To such nemesis can the painful ag- 
glomeration of facts and statistical in- 
formation supposedly based on them, 
lead after a century of strife and 
global conflict. 


Another writer who was influenced 
profoundly by the science of statistics 
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LIVING BY STATISTICS — Continued 


was Henry Thomas Buckle (1821- 
62) who took fourteen years to com- 
plete his The History of Civilization in 
England which appeared in 1857 and 
1861. 

To him, statistics was a “branch of 
knowledge which, though still in its 
infancy, has ... thrown more light on 
the study of human nature than all the 
sciences put together”. He went on 
to show that statistics of suicide and 
crime suggest that such actions are in 
part determined by environment. They 
reflect the “great social law that the 
moral actions of men are the product 
not of their volition but of their ante- 
cedents”’. 

His great work elaborated the 
thesis and ranged across the roots of 
civilization as a preliminary to his 
study of English development. What 
has become a commonplace to the 
thought of the twentieth century was 
startlingly new to the nineteenth, and 
the pendulum has swung to the other 
extreme. No longer is the individual 
greatly blamed: almost every other 
possibility must be taken into account 
first. 

This, in fact, suggests the danger of 
any organization or society that lives 
by statistics; the sum of the whole is 
often greater or less than the total in 
the scheme of things that includes the 
human factor. 

There are certain imponderables in 
human life that often escape the atten- 
tion of the statistician. Indeed, in the 
very nature of things, he cannot assess 
them. Behind the apparent rhythm of 
life and the operation of basic laws on 
which progress depends, other factors, 
beyond analysis yet not completely 
out of the purview of the sensitive ob- 
server, make themselves felt. 

The fact that men do not live by 
bread alone is a truism of life as well 


as an axiom of religion. Statistics 
cannot lay their probing touch on the 
inner resources of the human spirit, 
nor estimate accurately in what direc- 
tion the mind of man is likely to move 
under stresses often unperceived by 
the cold logic of fact. 


Great epochs in human life have de- 
monstrated that living by statistics is 
not always enough; and, moreover, not 
enough to explain the events of life. 


When all the factors that led to the 
break-up of Greek civilization have 
been tabulated and assessed, are they 
sufficient to explain so great a fall? 
The question was once put to an emin- 
ent historian. What was the real cause, 
he was asked. Pausing for a moment, 
he at length replied: “A failure of 
nerve!” 


Upon these imponderable forces of 
the human spirit depend the survival 
and expansion of civilization. Gib- 
bon’s cold and logical summing-up of 
the factors that made possible the rise 
of Christianity in the early centuries 
of the present era appears unsatisfying, 
even to a statistician. Something took 
place beyond human calculation, but 
not beyond human experience. 


Similarly, in the renaissance period, 
a new uprising of imponderable fac- 
tors transformed the face of society. 
Need it be stressed that every calcula- 
tion of human enterprise should take 
note of the unexpected, the incalcul- 
able, the unpredictable? This allow- 
ance for the unknown need not nega- 
tive statistical enquiry and evaluation: 
it just continues to add the spice of ad- 
venture and zest of faith to what 
would otherwise be a very drab, unin- 
teresting world. 


Today more than ever the need for 
belief in the “event around the corner” 
can prove the stimulus and challenge 
to men in every walk of life. 


ero 
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Overseas Accounting Trends 


By NORBERT G. FOLEY 


Mr. Foley, of the Melbourne management consulting firm of Foley and Foley, has re- 

cently returned from a trip overseas in which he visited some twenty countries, investi- 

gating modern management techniques and business trends. Here are some observations 
on accounting trends. 


BRITAIN'S energetic Chancellor of the 

Exchequer, Rab. Butler, has done 
much to improve Britain’s finances to 
the stage where it is only political and 
not financial obstacles that now prevent 
partial convertibility. 


This is indeed a sound accomplish- 
ment, but it goes further still. Under 
his guidance production is breaking new 
records and an atmosphere of buoyant 
confidence replaces the lassitude of but 
three years ago. 


During my previous visit to Great 
Britain in the second half of 1951, the 
wheels of industry were certainly turn- 
ing, but they were turning in fits and 
starts and the nation was looking for a 
clear policy in vain. Since then, in- 
dustry has already shown what it can 
do and is now rolling back its sleeves 
and preparing to meet the rising chal- 
lenge of other countries, especially 
Germany, with assurance. 


Managements are actively seeking 
and applying techniques to increase pro- 
ductivity. The nation’s business men 
have become cost conscious and are 
looking more than ever to the account- 
ant to help them in their fight against 
costs. How are the accountants meet- 
ing the challenge? One of the most 
noticeable trends I saw in Britain was 
the application of Budgetary Control. 
This technique has been described as 
not only a money maker, but the 
greatest money saver ever devised. 


Budgetary control has always been 
an inherent feature in Britain’s best-run 
organisations, but previously it was con- 
sidered a management technique for 
big business only. 
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Now more than ever you see manage- 
ments of small and medium-sized busi- 
nesses setting up targets in production 
and marketing, and where budgetary 
control cannot be applied in full because 
of the high initial cost, accountants are 
installing systems of partial control 
with an eye to extending it right into 
the production floor as soon as circum- 
stances permit. 


Targets or quotas for salesmen are 
just about as old as selling itself, but 
targets for the numerous factors of 
production — standard times, wastage 
allowances, factory detailed expenses, 
idle labour— are opening up a whole 
new field of control and extending the 
principle of “control by exception” to 
a degree hitherto unknown. Account- 
ants are being called upon to advise 
management just what profits should 
eventuate under defined circumstances 
before the events have actually hap- 
pened. Nowadays many accountants are 
placing as great, if not greater, em- 
phasis on “accounting in the future” as 
the traditional historical accounting has 
borne in the past. 


Valuable as this contribution is to 
cost-conscious managements, it is by no 
means the whole story, for budgetary 
control goes further than supplying in- 
formation. With the establishment of 
targets each man knows what is re- 
quired of him. 


The foreman knows the standard 
detailed expenses for a given output — 
he has a goal to drive at; the man at 
the machine knows how much is ex- 
pected of him, the factory manager is 
able to determine the efficiency of the 
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OVERSEAS ACCOUNTING TRENDS — Continued 


week’s output as against the predeter- 
mined standard. Variances are analysed 
and production control can ascertain 
just what caused them and what steps 
should be taken to remedy the position. 


Too often, there is a feeling that the 
high productivity of the U.S.A. is due 
to something Conjuror Uncle Sam has 
hidden in his hat or up his sleeve, per- 
haps something vaguely to do with 
“know how”. This thought is not ex- 
clusive to Britain, but exists in the 
minds of many Australian executives. 


In 1950 various Anglo-American pro- 
ductivity teams visited the U.S.A. with 
the sole purpose of trying to ascertain 
the reasons for its high productivity. 
A representative range of industries 
were covered and many accountants 
have no doubt read the report of the 
team which covered “Management 
Accounting”. Those who have studied 
closely the various reports and have 
visited extensively factories in Britain 
and the Continent must have come to 
this one important conclusion — that 
there are no management techniques 
applied in the U.S.A. which are not 
already known either in Britain or 
Australia. 


The main reason for the high pro- 
ductivity is that these management 
techniques are applied in practice, and 
applied enthusiastically. The conjuror 
has nothing special in his hat or up his 
sleeve that we don’t already know 
about. 

The effectiveness of setting targets 
for all factors in an organisation, which 
is a very usual procedure in the United 
States, was especially emphasised. 
After all, it is a common enough idea 
in all walks of life. 

A student will apply himself more 


diligently if he has to reach a certain 
standard in an examination than if this 


goal did not exist; the athlete will train 
himself to beat a record, the existence 
of which gives him a criterion as to 
how effective he is and what progress 
he is making. 


Our outlook on life is based on com- 
parison. So why not in business let each 
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employee know the standard that is re. 
quired of him whether, salesman, 
factory manager, foreman, operator or 
the girl in the despatch department. 
Give them all something to aim at and 
you have working on your side one of 
the fundamental characteristics of 
human nature — the competitive spirit. 


Rising office costs are enough to make 
management lose many a good night’s 
sleep. Proportionally, office workers 
have grown twice as fast as direct pro. 
ductive workers. Although, of course, 
this due in part to numbers of new 
duties of which by no means the least 
are governmental requirements, the 
accountant is the logical man to slow 
down this undesirable trend. 


How is he meeting the problem over- 
seas? Firstly, by becoming machine. 
minded. Until recently, one just did not 
associate the office with machinery — 
that was for the shop floor. Manage- 
ments of small and medium-sized busi- 
nesses made no real attack on the prob- 
lem. Why put in a_ book-keeping 
machine which is “overhead expense” 
anyway, when for the same money you 
can put in an extra lathe which pro- 
duces the goods. The equipment com- 
panies have done an excellent job in 
educating management on cost cutting 
office equipment techniques. The appli- 
cation of equipment to the office is one 
way in which accountants are assisting 
managements to cut costs and there is 
plenty of scope here. 


But the accountant does not neces- 
sarily have to start with expensive 
equipment. One of the most effective 
ways of cutting down office costs is by 
methods study—a technique which 
may at first sight be outside the scope 
of the accountant. 


Insofar as it relates to methods study 
in production and marketing, he is right 
in thinking this, but methods study in 
the office is just as important to his 
firm as methods study on the produc- 
tion line. In the office the accountant 
is the logical person to guide his firm, 
because of his analytical, trained mind. 
Methods study in the thoughts. of many 
involves some sort of motion and time 


— concluded overieat 
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The Clearing House 


Accounting and Economics 


“With them the Seed of Wisdom did I sow 
And with my own hand labour’d it to grow 
And this was all the Harvest that I reap’d —.” 


N an essay on the meaning or content 

of “Accounting’ D. M. Purdie 
(Australian Accountant, October, 
1954, p. 421) observes that... “if 
the time has come for precision to be 
introduced to accounting terminology 
then our calling itself no less requires 
more precise definition”. 


He goes on to tell us in his conclud- 
ing remarks that:— 

“Accounting in the main, is a 
scientific method to be applied, and 
at times, perhaps, an art to be prac- 
tised—essentially it remains a scien- 
tific method.” 


Mr. Purdie was attempting “. ..a 
short essay in clarification...” 


That genial old Persian, Khayyam 
of Khorassan, with his cry of “Wine! 
Wine! Wine! Red Wine!” touched the 
heart of this matter of definition when 
he asked :— 

“How long, how long in infinite 
Pursuit 
Of This and That endeavour and 
dispute?” 
For it is indeed a sterile adventure to 
lay overmuch stress on terminology at 
the expense of the enrichment and de- 
velopment of the practical art of ac- 
counting. 


It may, however, be of some interest 
to pass on to any member who may not 
have access to the Accounting Ter- 
minology Bulletins of the American In- 
stitute of Accountants, the definition 
formulated by the Committee on Ter- 
minology, in 1941, after extensive con- 
sultation and careful consideration by 
that Committee :— 


“Accounting is the art of record- 
ing, classifying and summarising in 
a significant manner and in terms of 
money, transactions and _ events 
which are, in part at least, of a finan- 
cial character, and interpreting the 
results thereof.” 


In a review and résumé of this de- 
finition (and others), published in 
1953, after the passage of more than 
ten years, it was considered that this 
choice of broad but significant lan- 
guage “. . . continues to seem wise, 
and the definition to appear ere: 
hensive as well as succinct . ; 


Except as set out in the two follow- 
ing paragraphs, the Committee chose 
not to amplify the definition given 
above. It rejected suggestions that 
the definition be made more explicit 
by mention of other details of account- 


— Concluded overieaf 





OVERSEAS ACCOUNTING TRENDS — Concluded 


study, but this is not necessarily so. 
Methods study is the first step in de- 
vising the most effective ways of accom- 
plishing a desired end. 

If you record the flow of work on 
paper and critically examine it, asking 
yourself what is being done, where, 
when and, above all, why, you are 
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studying methods. There is always a 
better way of doing things and when it 
is found, this suffices until a still better 
way is discovered. Methods study need 
not stop with the accountant or office 
manager, but all under his control can 
become methods conscious — it just re- 
quires a lead in the first place and a 
proper system in attacking the problem. 
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CLEARING HOUSE — Continued 


ing, because it questioned the desir- 
ability of writing its definition in terms 
which, while perhaps sharpening its 
presentation, might also unduly limit 
its scope. 

The Committee went on to say that: 
“Public Accounting is the practice of 
this art by one whose services are 
available to the public for compensa- 
tion. It may consist in the perform- 
ance of original work, in the examina- 
tion and revision of the original work of 
others, or in the rendering of collateral 
services for which a knowledge of the 
art, and experience in its practice, 
create a special fitness.” 

The Committee concluded: “If ac- 
counting were called a science, atten- 
tion would be directed (and perhaps 
limited) to the ordered classifications 
used as the accountant’s framework, 
and to the known body of facts which 
in a given case are fitted into this 
framework. These aspects of account- 
ing cannot be ignored, but it is more 


important to emphasise the creative 
skill and ability with which the ac- 
countant applies his knowledge to a 


given problem. Dictionaries agree 
that in part art is science, and that 
art adds the skill and experience of the 
artist to science; it is in this sense that 
accounting is an art.” (I agree with 
the Committee’s , statements.) 


Economics, on the other hand, is the 
discipline whose major focus of study 
is the allocation of scarce resources in 
the satisfaction of human wants, the 
description of the functioning of past 
and present social schemes for effect- 
ing the allocation, the establishing of 


criteria of efficiency and stability ne- 
cessary for judging such schemes, and 
the development of methods for their 
improvement. 


To me, Mr. Purdie’s allusion to the 
economist as akin to Jove on high 
Olympus “. . . gazing with compassion 
on the industrious activities of ... 
accountants .. .” below, is unduly flat- 
tering to the economists. I think of this 
school of economists* as rather like Pro- 
metheus who stole Jupiter’s “shining 
red flower” and was punished by being 
bound fast to a great rock in the lonely 
Caucasian Mountains to hang there for 
hundreds of years. The punishment 
of Prometheus, however, is not to last 
forever; some day he is to be set free 
. . . but the time is not yet. 


(*A group, class or “school” of neo- 
phytes, neither wholly accountants nor 
wholly economists who exalt the 
“Theory of the firm” above account- 
ing principles and practice without 
thoroughly understanding either disci- 
pline. I would remind them that as late 
as 1951 Professor Scitovsky, e.g., 
wrote: “. . .There has been a growing 
consciousness amongst economists in 
recent years that they may have been 
too rash... the. . . seeming incom- 
patibility between the firm’s actual 
market behaviour and the economists’ 
theory of his behaviour has led to a 
growing demand for a new and more 
realistic theory of the firm. So far, 
however, no such new theory has been 
developed, although R. L. Hall and 
C. J. Hitch and The Economists’ Re- 
search Group at Oxford University 
may come up with the answer.”’) 


—ASHLEY FORSTER. 
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On Market Research 


By A. EDWARD MARSHALL 
of Market Research Consultants of Australasia Pty. Ltd. 


Read to and discussed by the Secretarial Practice Group of the Victorian Division. 


| READ in a recent article on “Sales- 

manship” that the ideal situation was 
when a first-class salesman met a first- 
class buyer, because in the final analysis 
both work for the same boss, “The 
User”. I feel that this evening I am in 
a similar position, in so far that you 
are concerned not with the success of 
any particular department, but with the 
business as a whole. 


It is absolutely true today that no 
business can say it is successful, “‘What- 
ever the Balance Sheet may say”, unless 
Top Management has at its disposal 
facts which only Market Research can 
give. To make my point a little clearer, 
I will pose the following questions :— 


. What is the total market for my 
product? 

. How is the total market distri- 
buted between the various com- 
petitive brands? 

. What are the proportions of sales 
between the different package 
sizes ? 

. What percentage of the market is 
shared by each of the selling price 
groups? 

. What share of the market does my 
brand take? 

. When the total market increased, 
did my brand show a correspond- 
ing increase? 

. What are the immediate results of 
my current advertising or mer- 
chandising campaign on— 

(a) consumer demand for my own 
brand, or 

(b) consumer demand for my 
competitor’s brand? 
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The answers to these questions can 
tell management the size of the total 
market for their products, whether the 
total market has increased or decreased, 
and, what is more important, whether 
their products are gaining or losing 
ground, 


Another important question is: How 
many people have never heard of your 
product? Many a manufacturer who 
allocates large sums of money annually 
for advertising is often very surprised 
to find that the message in his advertis- 
ing has not been the correct one. 


It is remarkable, but nevertheless 
true, that many huge schemes of ad- 
vertising are embarked upon without 
any effort being made to assess the 
market potential, and what can be 
reasonably estimated as your share of 
the market. The idea of measuring the 
heavy cost of advertising by its results 
in additional sales should be of interest 
to you. 


I think it is only fair at this moment 
to say that this is no indictment of 
advertising agencies. Most advertising 
agencies, if not all, realize the value of 
Market Research, and often beg their 
clients to allow some research to be 
undertaken in an attempt to discover 
any weaknesses in message or media. 
But, too often, the plea falls on deaf 
ears. 


While it can be said that management 
in Australia is fully alive to the bene- 
fits to be derived from Industrial Re- 
search, and indeed travels extensively in 
an endeavour to keep pace with modern 
thought on reducing production costs, 
it is as yet slightly sceptical of the 
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MARKET RESEARCH — Continued 


benefits to be derived from Market 
Research. 

But here I issue a challenge. In all 
the clamour for lower production costs 
to enable us to sell our goods or services 
more cheaply to the consumer and still 
maintain our high standard of living, 
very little effort is made to reduce the 
cost of marketing, that is transferring 
the goods from the factory to the ulti- 
mate consumer. And this is where the 
challenge comes in. The possibility of 
reducing production costs governed as 
they are by basic wage rates, taxes, 
etc., makes it a very remote possibility 
indeed. But Market Research can and 
will assist in more efficient marketing, 
thereby reducing selling costs, and per- 
mit us to meet the ever-growing com- 
petition, particularly in overseas export 
markets. 


Now what am I asking you to do? 


To replace Guesstimates with know- 
ledge. Market Research will give you 
the unpleasant as well as the pleasant 
facts about your business, and it is a 
very foolish business man who will not 
face up to facts. There is no marketing 
problem that cannot be measured by 
Market Research. 


How does Market Research operate? 
Firstly a preliminary conference at 
which is present the client, together 
with the executives of the Market Re- 
search Organisation, a representative 
of the advertising agency, and often a 
representative of the Public Relations 
Department. 


The main problem is then posed and 
all factors considered. The research 
organisation give their understanding 
of the problem, together with a state- 
ment of the scope of the research neces- 
sary to find the answer to the problem, 
Their recommendation usually covers 
the technique to be employed, and 
clearly sets out the numerical size of 
the sample to be taken, the type of 
consumers to be sampled, and areas to 
be surveyed. 

A copy of the proposed questionnaire 
is also submitted, and a review of the 
information likely to be obtained from 
questionnaire tabulation. 

Naturally everything depends on the 
size of the business, and whether the 
market is purely a local one, whether 
Intra-State Inter-State or Nation-wide, 
and furthermore whether there is an 
export market to be considered also. 

Quite often a Pilot Survey will give 
the answer to the problem, and this 
serves a twofold purpose in so far as 
the cost of a Pilot Survey is only a 
fraction of the cost of a full market 
survey, and therefore brings the advan- 
tages of Market Research to the smal- 
lest manufacturer. 

I have purposely kept my address to 
you short, because I feel that to a selec- 
tive audience such as this, question and 
answer can be very informative. 

So I will conclude by saying: “Let’s 
face the facts of our marketing prob- 
lems by getting to know the facts”. 

Market Research enables Top 
Management to base executive decision 
on facts. 





BOOK REVIEWS 


Fitzgerald’s Accounting, Stage 1; A. A. 
Fitzgerald, Ed.: Butterworth and Co. 
(Australia) Ltd., 1954; Pp. X + 567; 
Price, 45/-. 


Arising out of the emergence (or 
rather recognition) of a wide range of 
theoretical problems, accounting at the 
present time is undergoing something 
of an academic renaissance. If this 
movement is to be kept alive, it is vitally 


568 


necessary that those who teach account- 
ing should have the assistance of text 
books which pay due regard to 
theoretical considerations and do not 
treat the subject as a mechanistic one 
that can be studied bv vote and by rules. 

Fitzgerald’s Accounting Stage 1 fills 
this need admirably. It assumes 4 
knowledge of double-entry bookkeeping, 
and is therefore not intended to be 4 
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BOOK REVIEWS — Continued 


first text, but starting from this point 
it provides the student with a thorough 
grounding in accounting theory and 
describes the application of theory to 
some of the simpler practical problems 
that have to be solved in present-day 
accounting. 

The second edition of a volume 
(called “Intermediate Accounting” in 
its first edition) that has already won 
wide recognition for its sound theoreti- 
cal approach, Accounting Stage 1 has 
been designed primarily as a text for 
the new Accounting Stage 1 examina- 
tions of the Australian Society of Ac- 
countants, but like its predecessor it 
will be eminently suitable for the inter- 
mediate examinations of other insti- 
tutes and as a first year text in uni- 
versities and technical colleges. 

The book is roughly divided into two 
parts. The first part is mainly theoreti- 
cal in character, dealing with such 
problems as classification, design of ac- 
counting reports, terminology, and 
valuation. One chapter (on funds 


statements) has been revised in this 


section, but the other chapters are un- 
changed from the first edition. The 
second part of the book deals with prac- 
tical problems, and this part has been 
revised and considerably expanded. 

The chapters on partnership and 
company accounting have been revised, 
and the chapter on branch accounting 
has been completely rewritten. New 
chapters deal with manufacturing 
statements, hire-purchase and _ instal- 
ment-purchase accounting, executorship 
accounting, accounting for royalties, 
adjustment of fire losses, and elements 
of auditing. 

The high standard of the previous 
edition has been maintained in these 
revisions and additions, and the value 
of the book as a first-year text has been 
enhanced by the inclusion of a wide 
range of examination questions. The 
reviewer would quarrel with one or two 
points of detail in the text, however. 

In the excellent chapter on branch 
accounting, the author describes a 
method of estimating closing stock 
under the “retail inventory” system 
that is probably superior to the conven- 
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tional method usually described in text 
books. It is not made clear, however, 
that the difference is one of assump- 
tions—the method illustrated in this 
book assumes that mark-ups and mark- 
downs relate only to sales actually 
made, whereas the conventional method 
assumes that mark-ups and mark-downs 
are spread evenly over both sales and 
closing stock. 

In the chapter on hire-purchases and 
instalment-purchases, also, there appear 
to be errors in the interest charged on 
overdue instalments in the illustrations 
appearing on p. 382 and p. 396, and in 
the interest accrued recorded on p. 396. 
But these are minor blemishes in a work 
that will undoubtedly serve, as the 
editor hopes, as a “preparation for a 
thorough understanding of the theory 
and practice of advanced accounting in 
all its aspects”. 

R. L. MATHEWS. 


Branch Accounts: Curtis A. Reid; Sir 
Isaac Pitman & Sons Ltd.; 1954; 
Pages 123: Price 10/6. (Our copy 
through Sir Isaac Pitman & Sons 
Ltd.) 

As stated in its preface “this book 
is the text of Chapter XXVI of the 
eighth edition of Carter’s Advanced 
Accounts which is now in preparation 
and is to be published in the near 
future”. As such it is intended 
primarily for students who have diffi- 
cutly in understanding this section of 
their studies. Sections cover centrally 
controlled branches when stock is trans- 
ferred at cost price, cost price plus a 
percentage and selling price; _ self- 
controlled and self-accounting branches; 
foreign branches and foreign exchange. 
In addition to numerous’ worked 
examples, covering approximately 60 
pages of the text, specimen forms are 
given for such information as daily 
cash takings, goods received and their 
monthly summary and stock transfers, 
to mention a few. The book concludes 
with a set of 42 exercises followed by 
a table giving key figures from their 


solutions. 
—J. D. SPENCE. 
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News and Notes 


VICTORIAN DIVISION. 


Christmas Luncheon. 


Approximately three hundred and fifty 
members attended the Christmas Luncheon 
held at the Lower Melbourne Town Hall on 
14th December, 1954. A specially selected 
Christmas menu and appropriate liquid re- 
freshments were provided to assist members 
to enjoy the festive atmosphere and exchange 
reetings prior to the Christmas. season. 
essrs. William Laird and Frank Rich pro- 
vided the harmony and both artists were 
outstanding. The attendance constituted an 
all-time record of members at a luncheon. 


The State President, Mr. J. R. Barber, 
occupied the chair and took the opportunity 
of extending to members the best wishes of 
the Divisional Council for the coming season. 


Annual Meeting. 


Members are requested to note that the 
Annual Meeting of the Division will be held 
at the Royale Ballroom on Monday, 21st 
March, 1955. An attractive toast list and 
specially selected items of harmony will be 
chosen to assist to make the occasion a 
memorable one. Members will remember that 
last year almost eight hundred members at- 
tended the meeting. 


Although further particulars will be for- 
warded at a later date, an opportunity is now 
provided to book the date. 


Professional Conduct of Candidates. 


The Divisional Council has had occasion to 
deal with complaints against the professional 
conduct of three candidates registered with 
the Society. The Special Committee appointed 
to investigate the complaints was rather dis- 
turbed to learn that the offending candidates 
were aware of the ethics of the profession but 
were under the impression that they were not 
bound by such ethics until they became mem- 
bers of the Society. 


The Divisional Council wishes to draw the 
attention of candidates to the fact that the 
rules of professional conduct pertaining to the 
members of the Society and the accountancy 
profession are expected to be observed with 
equal regard by candidates who have not yet 
completed their examinations. 


Personal. 


Mr. W. G. Carrington, A.A.S.A., has been 
appointed a member of the Victorian Electri- 
cal Trade Board, constituted under the provi- 
sions of the Labour and Industry Act. 
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NEW SOUTH WALES DIVISION. 


Week-end Convention. 


Members are notified that a Week-end Con- 
vention will be held by the Divisional Council 
on Friday 25th, Saturday 26th and Sunday 
27th, March, at Orange. 

There wil] be two topics for which papers 
are being prepared: 

1. The Role of the Accountants in Small, 

Medium and Large Businesses. 

2. An aspect of Taxation which is of topical 

interest. 

Members who wish to receive full details 
of the Convention are asked to notify the 
State Registrar immediately, so that arrange- 
ments can be made for adequate accommoda- 
tion to be available. 


Members’ Luncheons. 

During January, members will receive a 
circular setting out the tentative dates of 
the members’ luncheons to be held in 1955. 
Members who wish to be notified of the details 
of each luncheon throughout the year are 
asked to complete and return the form at- 
tached to the circular. 


Personal. 

Mr. S. Bruce Elliott, F.A.S.A., A.C.LS.., noti- 
fies that he is now practising at 473 Victoria 
Avenue, Chatswood. 

Mr. D. B. Campbell, A.A.S.A., notifies that 
he has entered into partnership with Mr. T. 
H. W. Agnew, Chartered Accountant (Aust.) 
at Jubilee Chambers, 7 Fitzroy Street, Tam- 
worth, N.S.W. The firm’s name will be Camp- 
bell, Agnew & Co. 

Mr. G. W. Brown, F.A.S.A., F.C.I.S., has 
been appointed General Manager of E. A. 
Ireland & Co. Pty. Ltd., of 32 Cleveland 
Avenue, Surry Hills. 

Mr. O. H. Paton, F.A.S.A., a Vice-President 
of the Society, has been elected President of 
the Accountants Club. 

Mr. J. C. Olsson, Public Accountant, of 
Sydney Buildings, Alinga Street, Canberra 
has admitted his brother, Mr. R. C. Olsson, 
B.Ec. M.B.A., A.A.S.A., into partnership. The 
practice will be carried on at the same ad- 
dress under the firm name of Olsson and 
Olsson. 


Broken Hill Branch 

A Christmas meeting and social was held 
by the Branch Council on Friday, 17 Decem- 
ber, for members and students of the Branch. 
The Branch Chairman, Mr. Cyril G. Davison, 
occupied the chair. Mr. A. E. Olsen, Manager 
of the E. S. & A. Bank, delivered an address 
entitled “The Application of Everyday Prob 
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NEWS AND NOTES — Continued 


lems to Practical Banking.” At the con- 
clusion of the address, a social was held and 
several students rendered musical items. The 
Branch Chairman took the opportunity of ex- 
tending congratulations to seven students 
who had completed their examinations at the 
October series. 


QUEENSLAND DIVISION. 


Additions to Library — Brisbane. 
The following books have been recently 
added to the Library — 

Accounting Stage 1— 2nd Ed., A. A. Fitz- 
gerald, 1954. 

Company Accounting, J. F. Bateman, 1952. 

Depreciation of Fixed Assets in Accountancy 
and Economics, G. T. Webb. 1954. 

The Elements of Punched Card Accounting, 
H. P. Cemach, 1951. 

Valuation of Company Shares & Businesses 
—2nd Ed., A. V. Adamson, 1954. 

Studies in Costing, D. Solomons, 1952. 

Costing & Accountancy for Solicitors. D. J. 
C. Hopkins, 1953. 

Internal Auditing, A. C. Smith. 1953. 

Business Finance, F. W. Paish. 1953. 

Modern Business Practice, J. R. Barber, 
1952. 

Stores Accounts and Stores Contro] — 5th 
Ed., J. H. Burton, 1953. 

Australian State Public Finance, 
Campbell, 1954. 

Mercantile Law in Australia—2nd Ed., J. 
A. Slater, 1949. 

Law and Procedure at Meetings in Aus- 
tralia and New Zealand—3rd Ed., P. E. 
Joske, 1954. 


W. d. 


The Acts of the Commonwealth of Aus- 
tralia passed during the vear 1953, Com- 
monwealth of Australia, 1953. 


Members’ Luncheon — November. 1954. 


Members who attended the luncheon held on 
24th November in The Manle Lounge, 
McDonald’s Restaurant, heard an address on 
a subject of current interest — Test Cricket. 
Mr. Arthur Gilligan, the well-known English 
cricket commentator who was in Brisbane with 
the Test Team, kindly consented to speak to 
members, his address being entitled “A Cricket 
Ramble.” He gave humorous reminiscences of 
his earlier visits to Australia with Test Cricket 
teams, when he had been a nvlaver. and anec- 
dotes of cricket personalities. He described 
the constitution of the new committee which 
elected the English Test Team and mentioned 
the recent decision that Test wickets should 
be covered. At the conclusion of his address, 
Mr. Gilligan invited questions from members 
and replied briefly and humorously to several 
questions asked. 

Mr. J. S. Hutcheon, Q.C., President of the 
Queensland Cricket Association, was a guest 
at the luncheon and, at the conclusion of Mr. 
Gilligan’s address, on invitation from the State 
President, spoke a few words. He had been 
associated with Mr. Gilligan in cricket for 
thirty years and spoke highly of his qualities. 
mentioning particularly his fairness and im- 
partiality in broadcasting. 

Mr. L. E. Oxenham proposed a vote of 
thanks on behalf of members. which was 
carried with warm acclamation. 


Amendment to Public Accountants Registra- 
tion Act. 

An amendment to the Public Accountants 

Registration Act was passed bv the Queens- 

land Parliament in November, by which mem- 





ANNUAL DIVINE SERVICE. 
ACCOUNTANCY AND SECRETARIAL PROFESSIONS—SYDNEY. 


The Second Annual Combined Divine Service of the Accountancy and Secre- 
tarial professions in New South Wales will be held in St. Andrew's Cathedral at 


5.30 p.m. on Tuesday, February 8, 1955. 


The Councils of the co-operating Institutes invite all members of the profes- 
sions and their relatives and friends to be present for this single purpose of 


devotion and thanksgiving. 


The congregation is asked to be seated ten minutes before the commencement 


of the Service. 


The authorities at St. Mary's Cathedral advise that a similar Service will be 
held, under their own auspices, later in the year. 
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NEWS AND NOTES — Continued 


bers gained several advantages which were 
not possible under the original Act. 


The amending Bill gives power to the Public 
Accountants Registration Board to recognise, 
for the purpose of registration under the Act 
the examinations of the Societv and those of 
the original Institutes which amalgamated to 
form the Society. Previously exemption was 
granted only for passes obtained in those 
examinations by 3lst March, 1951. This date 
no longer applies in this connection. Members 
of any of the atine Institutes who 
were on the Registers of Members of those 
Institutes on 31st March, 1951, will receive 
exemption based on that membership as pro- 
vided for in the original Act. 


The amending Act also gives the Board 

wer to recognise the examinations of the 

niversity of Queensland or anv other Uni- 
versity conducting equivalent examinations. 
together with the examinations of the Public 
Accountants Registration Board of New South 
Wales. Persons arriving in Australia with 
qualifications by examination overseas are 
also provided for in the amendment, in that 
the Registration Board is given power to 
consider the person’s qualifications. provided 
examination qualifications are, therefore, 
to that laid down by the Registration Board. 


Members and candidates with the full 
examination qualifications are therefore 
enabled by the amending Act to secure regis- 
tration as Public Accountants without having 
to undergo a second examination for subiects 
passed with the Institutes or Society since 
3ist March, 1951. 


Toowoomba Branch 
Members of the Toowoomba Branch met at 
Queen’s Park Kiosk, Toowoomba on 15 De- 
cember, 1954 to hear an address by Mr. V. L. 
Brett, F.C.1.V. 


Mr. Brett, who is a member of the Queens- 
land State Board and of the Australian Board 
of Examiners of the Commonwealth Institute 
of Valuers, and also Lecturer for the Real 
Estate Institute Course at State Commercial 
High School, Brisbane, spoke on Statutory 
Valuations Affecting Accountants, the Un- 
improved Value of Land, and Real Estate 
Valuations generally. 


Members of the Real Estate Institute, Too- 
woomba Branch were also present. A vote 
of thanks was moved by Mr. A. Applegarth, 
A.A.S.A. and seconded by Mr. L. K. Caton of 
the Real Estate Institute. The Branch Chair- 
main, Mr. R, E. Ross, presided. 


Certificates of Membership. 


By the time his report goes to Press, all 
members of the Society in Queensland who 
were foundation members, having joined the 
Society on transfer of membership from one 
of the amalgamating Institute, will have re- 
ceived the Society’s Certificate of Membership. 


Certificates are being prepared for all mem- 
bers who have joined the Societv since the 
amalgamation and these will be forwarded to 
members as available. 


Personal. 


Mr. E. D. Summerson, F.A.S.A., member 
of the firm of Messrs. Clarke & Son, Public 
Accountants, has been appointed to the 
Queensland Board of the National Mutual Life 
Association. 

Mr. K. A. Lavis, F.A.S.A., has been elected 
Vice-President at the recent Annual Meeting 
of the Associated Chamber of Manufactures 
in Canberra. 

Mr. R. B. Roscoe, F.A.S.A., formerly 
Queensland State Manager of the National 
Bank of Australasia Ltd., has been — 
Victorian State Manager of the Bank. 


WESTERN AUSTRALIAN DIVISION 
Arthur Capper Moore Memorial Lecture 


The Arthur Capper Moore Memorial Lec- 
ture given by -Mr. G. E. Fitzgerald, B.A., 
B.Com., F.A.S.A. was held in Perth on 29 
November, the subject being “Financial Re- 
ports of Companies.” The lecture was well 
attended by a representatitve gathering. Mr. 
J. M. Groom, F.A.S.A.. on behalf of those 
present, thanked Mr. Fitzgerald for his in- 
formative talk. 


Dinner to Mr. G. E. Fitzgerald 


A successful dinner at the Hotel Esplanade 
to honour Mr. G. E. Fitzgerald was attended 
by a number of prominent business execu- 
tives. It is felt that functions of this nature 
bring accountancy and commercial interests 
closer together, with a greater appreciation 
of each other’s place in the industrial de- 
velopment of this State. 


Opening of Bunbury Branch 


The first Branch of this Division was in- 
augurated at Bunbury on 2 December, the 
Branch Council comprising Messrs. H. M. M. 
Anderson, T. C. Beckitt, O. F. Bell, T. K. Y. 
Healy and R. G. Klein. In his opening re- 
marks, the State President expressed the 
hope that the meeting may be the forerunner 
of other branches which would enable the 
activities of the Society to be extended to 
various centres outside the capital city. 


Following the meeting, Mr. G. E. Fitz- 
gerald delivered an address on “Asoomaine 
in the Modern World” which was attended, 
not only by members of the Society, but by 
the Mayor, Councillors and interested mem- 
bers of the public. 


Annual Meeting 
Members are notified that the Annual 
General Meetine of the Division will be held 
on 17 March, 1955. 
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SOUTH AUSTRALIAN DIVISION. 


Annual Meeting. 


Members are notified that the Annual Meet- 
ing of the Division will be held on Wednesday, 
25th March, 1955, and a social function is 
being arranged to fellow the formal vroceed- 
ings. Further details will be civen to members 
by circular early in Februarv. 


Issue of Certificates. 


Members of the Division have been notified 
by letter that their Certificates arc available 
for collection and their issue is proceeding, but 
those who have not alreadv obtained their 
— are asked to do so as soon as pos- 
sible. 


Research Committee. 


The Divisional Council has decided on the 
formation of a Research Committee and a 
member of the Divisional Council, Mr. B. R. 
Macklin, has been appointed Chairman. The 
first meeting of the Committee will be held 
in January, following which members will re- 
ceive details of the programme arranged. 


The function of the Research Committee 
will be to arrange lectures, annual congresses, 
and to form groups to discuss and report on 
— ts given to them by the Research Com- 
mittee. 


Personal. 


Mr. L. A. Braddock, F.A.S.A., returned to 
South Australia in the “Iberia” during January 
from his visit to the United Kingdom. 


Obituarv. 


It is with regret that we have to report 
the deaths of Philip Bernard Collins and 
Reginald Humble Salisburv Dunn. 


TASMANIAN DIVISION 


On Sunday, 12 December, members and 
their families attended a special Evensong 
Service at St. David’s Cathedral. The Lessons 
were read by the President (Mr. H. H. Cum- 
mins) and Mr. J. G. Cooper. There was a 
good attendance and it is hoped that regular 
annual services will be held in the future. 


On Friday, 10 December, members of the 
Northern Branch met at a Cocktail Party at 
the “Lounge,” Launceston. This was the 
Irst purely social function of the Northern 
Branch and was outstandingly successful. 





AUSTRALIAN ACCOUNTANTS STUDENTS’ SOCIETY 


VICTORIAN DIVISION. 
November Meeting. 

On Monday, 6th December, through the 
courtesy of Kalamazoo (Australia) Limited, 
a demonstration of Punch Card Accounting 
took place before approximatelv ninety mem- 
bers of the Society. This form of accounting 
was quite new to many members who were 
greatly interested in the various processes and 
erage oye given. The Council is most erate- 

to the Company and to Mr. John Hyland 
for arranging this demonstration. 


SOUTH AUSTRALIAN DIVISION. 


The annual Christmas Social was held on 
9th December at the Ex-Navalmen’s Associa- 
tion Rooms, Peel Street, Adelaide. Although 
the small number of members who attended 
was a disappointment to the Committee, it is 
felt that the purpose of the meeting was 
achieved in strengthening the social relation- 
ship between members. The Committee hones 
that at future gatherings of this nature. more 
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members will avail themselves of the onpor- 
tunity of meeting fellow students in a social 
atmosphere. 


Arrangements are in hand for a demonstra- 
tion of the Powers Punch Card Accounting 
System for the latter part of January, notifi- 
cation of the time and place of which will be 
sent to members. 


TASMANIAN DIVISION 


Members of the Society met at “The Con- 
tinental,” Hobart, on chips 17 December, 
for the first of a series of buffet luncheons. 
Guest speaker for the occasion was Rev. J. A. 
Cloudsdale, who spoke on “The Spirit of 
Christmas.” 

The Students’ Society has. planned an ex- 
tensive programme of activities for next year 
and all students and Society members are 
urged to support the Committee by taking 
ag patie a part in all the proceedings as pos- 
sible. 





AUSTRALASIAN INSTITUTE 


VICTORIAN DIVISION. 


On the 15th December a large gathering 
of members attended the Institute’s first 
Christmas Luncheon in Victoria. Many mem- 
bers took the opportunity of inviting friends 
and thus meeting fellow members in an excel- 
lent socia] atmosphere at the Christmas period. 

Guest of honour was Mr. F. L. Fitzpatrick, 
General Manager of Rocla Pipes Ltd., who 
addressed members on some of his impres- 
sions following his recent trip abroad. Mr. 
Fitzpatrick is a leading industrialist and 
during his trip through the United States 
and Great Britain observed many outstanding 
lessons concerning price variations between 
those countries and Australia, and particularly 
made a study of cost of living variations and 
industrial conditions. 

At the conclusion of his address the Vic- 
torian President, Mr. A. H. Blamey, expressed 
the Institute’s thanks to Mr. Fitzpatrick for 
his excellent address. 

In view of the popularity of this function 
the Council will consider making it an annual 
activity. 


NEW SOUTH WALES DIVISION. 


Mr. J. G. Wilson, Deputy Managing Director 
of Australian Paper Manufacturers Ltd., gave 
a lecture to members of the Institute in the 
Assembly Hall, Sydney, on 24th November, 
last year. His subject was “The Harvard 
Advanced Management Program,” and he 
delivered a most interesting and informative 
address on the curriculum of Harvard Univer- 
sity Graduate School of Business Administra- 
tion, which he attended early last year. 

As Mr. Wilson had met a number of top 
executives from various American corpora- 
tions in numerous spheres of business, he was 
highly qualified to pass on his experiences 
and impressions of American industrial and 
commercial] life. He was only the third Aus- 
tralian to attend this course and for that 
reason the Australian Institute of Manage- 
ment and the Australian Society of Accoun- 
tants had co-operated with us in arranging 
this lecture, which was attended by 250 mem- 
bers of the three co-operating bodies. 

In describing the course at Harvard Uni- 
versity, Mr. Wilson explained that in many 
instances, case histories were examined and, 
as the group consisted of a cross-section of 
American business leaders, it was of advan- 
tage to al] to examine the cases which were 
presented and learn the lessons obtained from 
the case in actual practice. 

The lecturer discussed his impressions of 
American commercial life and emphasised the 
absence of Government and other controls. 
Because of this, marketing was vastly dif- 
ferent from Australia. As he put it, free 
enterprise and competition were the only con- 
trols which operated in that country. He also 
a. out that training was set on a —_ 
evel, and as well as appropriate training for 
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employees effective measures are taken to 
train staff in all spheres. The Harvard Gra- 
duate School existed for this purpose and, in 
addition, there were many business schools 
throughout America which were given over 
whole-heartedly to the training of executives 
at all levels. 

The Institute and co-operating bodies ex- 
pressed their appreciation and thanks to Mr, 
Wilson for his excellent address dealing with 
a subject in which all were vitally interested, 


Dinner at the Wentworth. 


On the 8th December members met at the 
Wentworth Hotel, Sydney, for the Annual 
Christmas Socia] Evening. Cocktails preceded 
dinner, followed by bright entertainment. A 
large attendance resulted and members took 
the opportunity of fraternising at the end of 
the year season. 


ADDITIONS TO THF LIBRARY. 
N.A.C.A. Bulletins. 


August 1954 issue — 

Cost Control for Marketing Opera- 
tions Order Filling — pages 1647- 
1670. 

No. of 


Today’s Challenge .... 

Tailor-Making Cost Data for Specific 
Uses .. 

Achieving Greater Productivity in Ac- 
counting through Integrated Data 
Processing . 

Practical Application ‘of Electronic 
Equipment to Accounting 

September 1954 issue — 

Mass Production Durable Goods 

Mass Production Soft Goods 

Job Order Industries 

Processing Industries 

Service Industries 

Finance and Insurance Industries 

Direct Costing +R 

Standard Costs .... 

Inventory Contro] and Valuation 

Budgeting 

Accounting for Foreign Operations 

Reports to Management 

Government Contract Problems 

Review of Internal Repurts — and 
Reporting 

What is Needed to establish Repro- 
duction Cost New? . 

Making Standard Costs Acceptable 
to the Shop fe 

A Cost System for a Zine Mine 

A Framework for Computing Full 
Wage Costs .. 

Solution of a Problem 
Fire Coverage . 

Converting Parts Cost to Completed 
Plane Basis .... . 

Mainsprings of Maintenance Cost 
Control esi saa ; 


ee © fo) AIP AIAqa vw MAA AEAAvH 


9 


in Placing 


at > 


The Australian Accountant, January, 1955 





= Lv) fos) AAWHAAqoMAAAHEAAwID 


—_ 


aa > & 


End Pages 


by 


Angus =f anciitds 


AN ORIENTAL BAZAAR 


In a recent English case (Holt v. I. R. 
Comrs.) cited in the “Accountant” of 
December 5, 1953, the dispute concerned 
the value for death duty purposes of 
unlisted shares. The Inland Revenue 
Department began by valuing the 
shares at £3 each. It later adopted 34/- 
and finally contended at the trial for 
25/-. The judge valued the shares at 
19/- each. This case calls to mind a 
visit to Egypt in 1932. I wanted to give 
my wife an illustration of how trading 
is conducted in an Oriental Bazaar, and 
at the same time to “show off” my 
knowledge of Arabic, of which I am 
proud, particularly as I know every 
term of abuse in that language. The 
transaction related to a walking stick. 
It was a common cane, faked to appear 
as a malacca, including a ridge of plaster 
of paris. The trader wanted £2 for it. 
I was prepared to go to 4/- (20 piastres) 
but, being a Presbyterian, hoped to get 
it for 10 piastres. After a quarter of 
an hour’s haggling in the heat, we com- 
promised at 25 piastres (5/-). As he 
handed it over, the trader broke into 
immortal English: “Take it, for you 
all right — for me never mind”. 

Have the officers of the Inland Re- 
venue Department been wintering in 
Cairo recently ? 


DEFINITION OF TAXPAYER 


One who doesn’t have to pass a civil 
Service examination to work for the 
government. — (“Tax Topics”, Los 
Angeles). 

The same journal points out that one 
of the great things about living in a 
democracy is that we have complete 
freedom as to how we shall pay our 
ay cash, cheque or money 
order, 
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GLIMPSES OF GLUTTONY 


Many years ago my family was 
visited in the country by an insurance 
canvasser and the company’s doctor, 
both enormously fat men. They spent 
the evening with us. At dinner, there 
were two rich and excellent sweets. 
My mother said to the doctor: “Which 
will you have?” With eyes bulging like 
organ stops, the doctor replied: “Some 
of each”. 


My friend, George, one of my N.C.O.’s 
in World War I, was a botting bachelor 
with an appetite beyond the dreams of 
average. In our early married life, we 
had a tennis court. George turned up 
regularly on Saturday and Sunday for 
a game avec meals. At the time, we 
were not well off —on many an occa- 
sion I did not know where to turn for 
the next drink. One Sunday, it rained 
lions and tigers, but, nevertheless, 
George turned up to supper when we 
were about to start on a cold chicken. 
I ostentatiously gave George most of 
the chicken, reserving a scrap of breast 
for my wife and nothing for myself. 
When George left, my wife began to 
say a few thousand words concerning 
my conduct. I assured her that my 
famous “chook act” would work 
miracles. It did: George never came 
again. 


The hostess at a church supper asked 
the parson: “And what piece of chicken 
would you prefer?” He replied: “The 
leg, please”. She asked: “Upper or 
lower leg?” “My good lady”, responded 
the parson, “what nature hath joined 
together, let no man put asunder”. 
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PROFESSIONAL NOTICES 


Professional Classified Advertisements in respect of office space, positions wanted, p 
nerships, etc., may be inserted at 5/- a line (minimum 15/-). 


ACCOUNTANCY PRACTICE or part or 
small number of clients wanted Sydney or 
nearby. Top Price. LU 2526 or JA 8334. 


ACCOUNTANT required for Manufacturing 
Company in Sydney with branch factory in 
Melbourne. Salary £1,100 p.a. Apply in writ- 
ing giving full details to Selleys Chemical 
Manufacturing Co. Pty. Ltd., Box 90, Post 
Office, Marrickville. 


ACCOUNTANT OR BOOKKEEPER — 
Wighton & McDonald, Solicitors, Geelong re- 
quire an Accountant or Bookkeeper (male or 
female) to take charge of their Accountancy 
Department. No Saturday work. Congenial 
conditions. Salary according to qualifications 
and experience. A permanent position offering 
an excellent opportunity to suitable applicant. 
Reply stating age, qualifications, experience 

ne salary required to P.O. Box 78, Geelong. 


A.A.S.A. at present in U.K. desires further 
experience in Standard Costing, Budgetary 
Control and Management Accounting in Lon- 
don or North American organisation with a 
view to subse wened Neer appointment in, 
Sydney (prefe Further particulars 
promptly sent on yg Replies to No. 79, 
Australian Society of Accountants, 37 Queen 
Street, Melbourne. 


ACCOUNTANT offered partnership, or will 
seli part of — in progressive country 
area, handy Sydney. Reply to No. 168, c/- 
Australian Society of Accountants, 5 Bligh 
Street, Sydney. 


ACCOUNTANT required for first-class 
hotel in Victorian Provincial City. Applicant 
must be qualified Accountant with good per- 
sonality and sound organizing and general 
business ability. Previous experience hotel 
trade not necessarily essential. An excellent 
opportunity with prospects of advancing to 
Manager. Single man under 40 preferred. 
Commencing salary £1,250. Applications giv- 
ing detail of business experience, etc., to No. 
80, C/- Australian Society of Accountants, 37 
Queen Street, Melbourne. 


ACCOUNTANCY PRACTICE—Account 
small public practice South-eastern sub 
desires travel England 1956. Will cons 
selling small interest and/or amalgamati 
with other Public Accountant holding lice 
as Company and Municipal Auditor who ec 
manage absentee’s interest. Reply No. 80, ¢ 
Australian Society of Accountants, 37 Ques 
Street, Melbourne. 


BRISBANE OPPORTUNITIES 


(1) Old-established Public Accoun 
wants to contact qualified accountant wi 
to commence practice within next 6 mom 
Advertiser can supply fully-furnished 
rally-situated modern office and will sh 
work to mutual advantage with view 
partnership or retirement. 

(2) Want, for own staff, young quali 
accountant for combined tutorial and pw 
accountancy work. Appointee can have 
of private practice. Written applications,) 
strictest confidence, state, in each case, 
and qualifications. Lightband & Donald 
Pty. Ltd., Accountancy Coaches, 319 Qu 
Street, Brisbane. i 


LADY AOA ATS — - Over 25 years’ 
school” experience. ible i un 
figures. Knowledge "s rthand and typ 
Seeks congenial and remunerative position 
Adelaide. Kindly address replies to “Q 
Duty,” c/- State Registrar, South Aust 
Division. 


PRACTISING ACCOUNTANT prepafe 
consider purchase of small practice in 
bourne or suburbs. Please communicate 
No. 72, c/- Australian Society of Account 
37 Queen Street, Melbourne. 


; 


PRACTICE FOR SALE. Well-estab 
practice for sale within 100 miles of Sydn 
office in commercial centre of town. 
fees yy £5,000 p.a. and expanding. 
to No. 179, C/- Australian Society of Ace 
tants, 5 Bligh Street, Sydney. 


“TYPIST,” competent, experienced 
tabulation, desires work at home. Lo 
Gale, Flat 2, 12 Mitford Street, St. EB 
LA 9174. 
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